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The Outlook 


Now That the Election Is Over—The Course of 
Business—Effects of the Tariff—Taxes and the Future 


ITH the election finally over, it is now 
possible to take account of some of 
the results that had beeen predicted as com- 
pared with those that have actually come to 
pass. There can be no doubt that there was 
fear in many minds lest the election might 
turn into a so-called victory of radicalism, in 
which opportunity would be given for an at- 
tack on many conservative interests, and 
particularly for interference in investment 
and speculation. How far have such pro- 
tests been realized? 

There is nothing in the national outcome 
that, for the present at least, need alarm any 
legitimate investor or dealer in securities. 
For the coming winter, the membership of 
Congress, of course, remains unchanged, 
while it is the announced desire of the Ad- 
ministration not to summon Congress back 
into session any sooner than is necessary; 
and, if possible, to keep it in recess until 
the opening of the regular session in Decem- 
ber, 1923. By that time, a great many things 
may happen, public opinion may greatly 
change, and new issues may be presented. 

It is true that a number of members in the 
new Congress are men whose reputations 
may well give rise to anxiety concerning 
their probable attitude on questions cf 
finance and banking. This is true of the 
middle Western and Far Western members, 
and there is also an element of unsoundness, 
at least sporadically, among the representa- 
tives who have been chosen from the East. 
It would be wrong, however, to represent 
the new Congress as a distinctly radical 
body. An the contrary, the change in bal- 
ance of power which has taken place is 
viewed by many persons as being simply the 
outcome of dissatisfaction with, and disap- 
proval of, existing conditions, particularly 
of the policies of the party now in office. 
These criticisms unquestionably apply to 
many things that have been done; and, to 


that extent, the change of power is likely to 
be a regrettable one, from the standpoint of 
those who are responsible for what has gone 
before. 

This situation, however, will never be 
cured by mere opposition or complaint. It 
can be comparatively easily cured by the ini- 
tiation of sound legislative policy whose pur- 
pose it is to remedy the principal difficulties 
that are complained of at present. Take the 
question of banking and credit, of which so 
much is said in the West at the present time, 
and which it is sought to solve by giving to 
the farmers a means of access to the funds 
of commercial banks; why should not a rem- 
edy be sought in constructive legislation 
bottomed upon sound principles, rather than 
in mere denial and refusal of any aid? If 
there is a bad farm credit situation, why 
should this not be cured through the intro- 
duction of the best and wisest measures 
known to contemporary finance? 

Of course there is no conclusive answer 
on this subject. Legislative inertia, indif- 
ference and ultra-conservatism stand in the 
way of progress, and the failure to propose 
anything fruitful is due to their existence 
rather than to unwillingness to afford a rem- 
edy for present evils. By letting things 
drift, however, the way is paved for dan- 
gerous or undesirable measures whose con- 
sequences may be far reaching. Much the 
same is true of other financial questions, such 
as those which center around the tariff, the 
income tax, and a variety of others. Con- 
troversy has settled down far too much into 
criticism on one side and the refusal or nega- 
tion of any relief on the other. 

Between now and the opening of the new 
Congress, some constructive thought ought 
to be given to the questions which’are most 
seriously at issue. These would include prob- 
lems of farm credit, tariff duties and general 
taxation. .A reasonable program on each 
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subject ought to be developed, and an effort 
made to provide for or overcome the views 
and grievances of every part of the popula- 
tion which is legitimately affected. When 
that has been done and an honest effort made 
to relieve the situation that is complained of, 
little will be left in the present agitation 
except mere demagogic effort to control 
votes. Even that will not be of much effect. 
With courage and constructive capacity, 
there should be no serious difficulty in 
promptly rectifying the present industrial 
and agricultural situation in the United 
States. There is no deep-rooted discontent 
or desire to change our form of Government. 
There is a genuine and widespread feel- 
ing of dissatisfaction with sundry pres- 
ent injustices. 


* * x 


EACTION in business 

is undoubtedly to some 
extent in sight. There is 
apparently no reason to 
fear anything extreme. On the contrary, our 
railroads are carrying all that they can 
transport and our coal mines are producing 
all that they can possibly bring to the sur- 
face. There is full employment for labor, 
and good business in nearly every branch. 
Yet there is apparently no reason to antici- 
pate a further “boom,” forecasters to the 
contrary notwithstanding. If business is 


PRICES 
AND 
BUSINESS 


about at its maximum, it cannot go much 


further. In fact in some lines, there is rea- 
son to think that business is shrinking from 
its maximum. Notable in this connection is 
the falling off in building, the “boom” in that 
industry having been in process of reduction 
for some four or five months past. (Alto- 
gether, the volume of business taken as a 
whole is not likely to expand very much fur- 
ther but if anything may be expected to 
shrink slight 

The course of prices has been difficult to 
forecast. Agricultural values are better than 
they have been, but prices of manufactured 
articles are irregular. Steel after going to 
high levels, now shows a tendency to recede. 
Combined price indices on the whole show a 
slight upward trend, although not a pro- 
nounced movement in that direction. This 
means that there is necessarily a corre- 
sponding recession in securities, inasmuch as 
the stock market, discounting as it does con- 
ditions some distance ahead, is now taking 
account of the lessened volume of business 
and lower activity which are evidently in 
sight. The condition of our foreign trade 
tends to aggravate these influences, and ap- 
parently points to the probability that they 
will go still further. The time seems to be 
one for caution and hesitation in commit- 
ments which are based upon the future prices 
of securities. 


HE usual discussion is 
once more in progress 
as to whether a new tax 
bill is likely to be intro- 
duced into Congress in the near future. Offi- 
cial denials have been repeatedly put for- 
ward on this score. But the question after 
all is not one which is to be settled either by 
denial or reaffirmation. It is probable that 
a conclusion in the matter will depend, in no 
small measure, upon tax yields as indicated 
by the December 15 instalment of the income 
tax, and by forecasts for 1923 made up on 
the basis of statistical reviews of business 
conditions during 1922. 

Looking at the matter in this way, the 
question simmers down to an issue whether 
growth in tax receipts, coupled with possible 
reduction in budget outlay, may be expected 
to span the gap of 700 millions which now 
appears between current annual Federal in- 
comes and outgoes. It may well be doubted 
whether such a result can be attained, yet 
there would seem to be a fair possibility of 
covering enough of the deficit thus indicated 
to permit the Treasury to struggle through 
on a basis of deficit financiering in which it 
would borrow moderately from time to time. 

Should it prove that such a way of patch- 
ing up the hole in the national finances is 
insufficient, the imposition of new taxes 
would be inevitable. They might make their 
appearance in the form of a “rider” to be 
attached to some appropriation bill, or they 
might be introduced as an independent meas- 
ure. If Congress did not choose to act upon 
them at the short session, a special session 
would be almost unavoidable. As to this, it 
is still too early to reach a definite conclu- 
sion, although there can be no doubt that the 
Government will use every means in order 
to avoid having to call the new Congress into 
existence any sooner than it must. By the 
middle of January, it should be definitely 
known what the prospect in this regard is 
to be. There is no issue which is likely to 
be more anxiously viewed both by the poli- 
ticians and the business men of the country. 


TAXES 
AND THE 
FUTURE 


* * * 


EANTIME—and irre- 
spective of the ques- 

tion whether a new tax 
“program” is to be un- 
dertaken, the Secretary of the Treasury is 
reported likely to undertake the revision of 
the “administrative features” of the tax 
law which provide exemption in those cases 
that arise from an exchange of stocks of 
equal value, without gains on the transac- 
tions realized in money. It has been found, 
according to report, that this class of trans- 
actions is instrumental in largely limiting 
the income of the government, and it is now 
desired to eliminate it, or to modify the fea- 
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tures of the law under which it exists. There 
has long been a feeling that the act of 1921 
was exceptionally lax, and that under its 
terms there were many loopholes through 
which evasions might be allowed to creep. 

The striking thing about the proposal to 
revise the present law, however, is not found 
in this stock trade question, but in the fact 
that in case such legislation is attempted, 
the result will be to offer an opportunity for 
action designed to introduce general changes 
into the existing law. That it would be 
availed of by Democrats and critics of pres- 
ent arrangements generally, to secure the 
addition of riders intended to tax ownership 
of securities much more heavily than at pres- 
ent seems to be widely believed. How far 
an attempt of the kind would be successful 
it is too early to forecast; and, while the Sec- 
retary of the Treasury may incorporate the 
proposed measure into his annual letter to 
Congress, it is of course far from certain 
that the leaders in that body will think suffi- 
ciently seriously of it to give it the right of 
way in their legislative program. 


* * * 


TARIFF 


' S experience under the 
FRICTION A 


new tariff increases, 
it becomes more and more 
apparent that that meas- 
ure is likely to produce a great deal of fric- 
tion with foreign countries. Already the 
retaliatory provisions of the act are giving 
trouble. Among the steps that have lately 
been taken have been the application of re- 
taliatory rates on cement, automobiles, coal 
and a variety of other articles, while other 
measures of the same sort are well under- 
stood to be in process of operation. 

The effects of the tariff in cutting the 
volume of our foreign trade are more and 
more widely admitted by unprejudiced ob- 
servers, and it is conceded that, due to the 
unavoidable action of foreign countries who 
will seek to offset our rates by further retali- 
ation of their own, severe losses in our trade 
can hardly be avoided. This would be a 
serious matter at any time, but it is doubly 
serious when we remember that the effect of 
it is to interfere with further progress in 
the collection of our foreign debt claims. 

Very striking in this connection are the 
recent German developments, which suggest 
the impossibility of any early adjustment of 
inter-Allied, or reparations indebtedness in 
the near future. If this situation should 
continue, and if we should still bar out from 
this country foreign goods as extensively as 
we now do, it would be difficult to see how 
we could expect to transact any larger 
amount of foreign financing. 

Perhaps there never was a time when the 
unwisdom of extreme action on the tariff 
was so great as at this particular juncture. 


Against it were considerations both of self- 
interest and of altruism, and these taken 
together made the strongest of arguments, 
yet we have chosen to pursue a provincial 
policy which will be difficult to reverse in 
any early future. 


* + * 


URTHER announce- 
ment of stock divi- 
dends by leading corpora- 
tions have brought a 
renewal of the favorite political cry of need 
for taxation with a view to taking away the 
undistributed surplus of corporations. This 
demand is heard from many quarters which 
ought to be better informed, in view of the 
equitable status given to such earnings and 
to the stock dividends based on them, by the 
latest opinions of the Supreme Court and by 
the Treasury rulings thereunder. Equity, 
however, is never a very close associate of 
politics, and from the political standpoint it 
is deeply to be regretted that the year 1922 
has seen so large a crop of these stock divi- 
dends. Hardly had they begun, when the 
Secretary of the Treasury was beset by poli- 
ticians who desired to have him take some 
action against those who were declaring the 
dividends, and when information was re- 
ceived that the Treasury viewed what was 
being done as quite within the field of the 
law, announcement was promptly made that 
legislation would be introduced at the next 
session of Congress looking to the institu- 
tion of new methods of taxation. 

It would hardly seem probable that any 
such legislation could pass Congress at the 
coming short session due to lack of time, yet 
no doubt effort in that direction will be made 
with corresponding annoyance in the securi- 
ties market. Whether the agitation will then 
be continued among the radical members of 
the legislative body or not, with a view to 
keeping the question alive and carrying it to 
a culmination in the new Congress, composed 
as the latter will be in no small measure of 
radical elements, is still to be ascertained. 
There is, however, a genuine danger there, 
and it is far from wise for those who wish 
to avoid giving unnecessary ammunition to 
enemies of sound business to pursue a policy 
of dividend distribution which is not neces- 
sary and which tends, as already seen, to stir 
up unwelcome friction and irritation. 


MORE 
STOCK 
DIVIDENDS 


* * * 


THE MARKET @CPECIAL attention is 
PROSPECT called to the complete 

analysis of the position of 
the stock market on page 101. 
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Shall We Scrap Our 
Merchant Fleet? 


The Fate of Our Merchant Marine—Why We Cannot 
Compete With Foreign Vessels—The Ship Subsidy 


By HON. ALBERT D. LASKER 
Chairman U. S. Shipping Board 


HEN in the Spring and Summer 

of 1918 the fate of the world 

pivoted on the ships that were 
pouring the American legions into 
France and carrying munitions and 
equipment for all the Allied armies, 
there wasn’t a patriotic American who 
did not vow that never again should this 
nation be caught in a great international 
emergency without an adequate merchant 
marine fleet. More than four years have 
elapsed since then—four of the most 
critical years in history—and we have 
done nothing to make good the universal 
vow. 

The danger being over, we have blind- 
folded ourselves to our opportunity. Our 
shipyards are idle or abandoned, most of 
our ships, so dramatically and heroically 
built, are tied up, our American boys 
have fled the sea, foreign ships are 
steadily increasing their share of Amer- 
ica’s overseas trade, and we are still 
spending $50,000,000 a year on the na- 
tional fleet; while private shipowners are 
bankrupt or discouraged and disconso- 
late. We cannot decide to go ahead or 
go back—and so we are going to pieces, 
marinely speaking. 


Relying on Foreign Ships 


We do not want the Government to 
stay in the shipping business, but we will 
not let private shipping have the field. 
We still protest that we want a merchant 
marine, but we cannot make up our minds 
to do the things that must be done if we 
are to have one. And yet no other 
nation has a foreign commerce compar- 
able to ours. Just as we had to rely 
largely on foreign ships to carry our sol- 
diers to battle, so we now begin to rely 
on foreign ships to carry our commercial 
protagonists*and their goods to the trade 
war that rages with unprecedented 
fierceness on all the shores of the seven 
seas, 


The United States 
Shipping Board—by far 
the greatest shipping 
owner in the world—to- 
day has over 900 steel 
ships tied up and only 
about 400 in service. Of 
900 privately owned 
ocean-going Ameri- 
can-flag steamships, 130 
are idle and only 294 are 
in the foreign trade. 


Quite a Few Tied Up 


While nominally 51 per 

cent of our foreign trade 

was carried in American 

bottoms last year, the 

bulk of that 51 per cent 

was in the Great Lakes or other virtually 
non-competitive trade, such as the Carib- 
bean Sea trade. Of the competitive deep- 
sea business our ships carried only 30 per 
cent. In a recent month they had only 
24 per cent of this business—and yet in 
this field our exports are three and one- 
half times our imports. Moreover, it 
was only through the Government vessels 
operated at a loss that we made any 
showing at all in the foreign field, for 
only 8 per cent of the total was carried 
by privately owned American-flag ships. 
Of the latter, fully two-thirds of those 
that were capable of making long deep-sea 
trips are confining their operations to the 
coast-wise or inter-coastal trade, which 
is, of course, non-competitive. We are, 
it is true, in a period of shipping depres- 
sion the world over, but we are not hold- 
ing our own; and we cannot expect to 
hold anything if we have to lie down 
every time business slackens and profits 
decline. 

If we want a merchant marine—and all 
except some of our prematurely inter- 
nationally minded people seem to think 
that we do—we must face some ugly and 
uncomplimentary facts. The big un- 
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C OMING from the head of the United States Shipping Board—the 
greatest owner of ships in the world—this remarkable article tells as 
clearly as it can be told why there is no hope for our merchant fleet under 
existing conditions. Mr. Lasker makes out a very strong case for the “Ship 
Subsidy.” In lieu of Governmental support he says, “Let us charge the 
whole three billion investment or more in the war emergency fleet to profit 
and loss, wind up the account, sell the ships to foreigners for anything they 
will pay for some, sink or scrap the rest, cede the sea to the British and 
Japanese, and retire to the land for good.” 








pleasant fact, under a number of head- 
ings, is that without direct and indirect 
aids that can be supplied by govern- 
mental action, we cannot compete on 
the high seas with certain other 
nations. One reason is that shipping 
cannot be financed in America as cheaply 
as in England, for instance. When you 
borrow money in America to build an 
American ship, you must pay three or 
four per cent more than the rates which 
shippers are paying for their 
money. (That’s something for American 
investors to think about.) To build af 
ship in American yards costs 20 per cent 
additional or more. So you start off 
handicapped by excess capital charges. 
Then when you put to sea you find that 
for lack of a network of American bank- 
ing and commercial organizations 
throughout the world you are under a 
great handicap in getting cargo. You 
will even learn to your sorrow that 
American shippers and importers will not 
favor you. 

There was a time, when the huge 
shipyards that arose so rapidly during 
the war were turning out ships in heart- 
ening shoals, when it was thought that 
America could eventually build ships as 
cheaply as England. A yard like Hog 
Island could do it, but in peace-time no- 
body prefers standardized ships; conse- 
quently the American genius for mass 
production cannot get into play. If we 
could have kept the yards going we might 
in time have built up a personnel of ship- 
building workers that would have 
enabled us to compete in specialized 
ships. As it is, most of the workers we 
began to train have been scattered and 
we have still a long way to go before we 
can equal the British in this respect, with 
their generations of shipbuilding expe- 
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rience and tradition. Until we develop 
a corps of skilled shipbuilding laborers, 
our ship construction will be more ex- 
pensive than that in the United Kingdom. 
And, of course, we do not want a foreign 
built fleet if we are going to have one at 
all. Our yards as well as our shipping 
must be kept up. 

U. S. Shipping Costly to Maintain 

\Vhen it comes to operating charges you 
find yourself hopelessly outclassed. Your 
payroll, your subsistance and your up- 
keep will be heavier than those of your 
foreign competitor. As between the 
United States and the United Kingdom 
the laws of the two countries recognize a 
difference of 30 per cent against the 
United States in the cost of rations for 
officers and crew. Foreign crews do 
many sorts of repair and upkeep work 
that have to be done in port by Amer- 
ican ships. The United States laws fix 
the number of men an American ship 
must carry; under British law the ship- 
owner has considerable discretion as to 
his manning scale. I could cite actual 
payrolls by the score to sustain the state- 
ment that foreign ships carry smaller 
crews and pay them less per capita. Here 
are a few actual instances, the names of 
the foreign ships not being given for 
obvious reasons: 

British ship No. 1, 1,852 net tons, 25 in 
the crew exclusive of radio operator, 
payroll at current exchange rates $1,460.25 
or $1,580.07 at par. 

\merican ship “Eastern Pilot,” 1,924 
net tons; crew, including radio man, 33; 


payroll, $2,755. 


\merican ship “Munwood,” 2,035 net 
tons; crew, including radio operator, 39; 
total monthly payroll, $2,845. 

Here are the payrolls of two British 
ships and one American ship that are a 
little larger than the ones just quoted. 
British ship No. 2 signed on her crew for 


two years before the present British 

scale, which is considerably lower, was 

put into effect. Her net tonnage is 2,865 

and she carries a crew of 43, who draw a 

monthly total of $2,465.30 at present ex- 

change, or $2,692.44 par, exclusive of the 

master’s pay, which is probably $200 a 

month as against $300 on an American 

ship. British ship No. 3 of 2,225 tons, 

signed her crew after the wage reduc- 

tion, and manages to get along with 33 

men now and a total payroll of $1,621.25, 

including the captain. The American 

ship Banto of 2,635 net tons, carries 46 

men, and has a monthly payroll of $3,235 

without the captain’s pay, which may be 

safely estimated at $300. These three 

ships are all in the African trade. 
Although the radio men are omitted 

from all the British lists, it is evident 

that they cannot fundamentally affect 

the odious comparisons. And they 

are typical. It is not to be denied 

that the average British cargo 

ship carries fewer men, 

pays them less per 

capita and gets more 

service out of them 

than an American ship, and at a 

payroll at least a thousand dol- 

lars less per month. In boom 
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times that is a bagatelle, perhaps, but in 
lean times like these it is ‘the difference 
between keeping at sea and tying up. 
Twelve thousand dollars a year represents 
small dividends on a very comfortable 
sum. No merchant marine can live if it 
has to hole up every time the sea trade 
gets a bit dull. 


The Prospect 


Our British friends know these facts, 
and they blandly advise us to get off the 
sea and let somebody run it who can 
make it pay. And that is just what we 
are bound to do—except for the coast- 
wise and adjacent trade—unless we so 
alter conditions that Americans can 
compete. If we—all of us—feel that for 
the general good of our foreign trade 
and for naval and national defense 
reasons we must have American ships in 
the deep-sea runs, then we must be pre- 
pared to pay for them something more 
than we individually pay in passenger 
tickets and freight bills. 

We can keep up a big national fleet 
and pay the certain huge deficits of a 
political fleet, or we can turn the field 
over to the private owner and fix it— 
again at the public expense—so that he 
can make a go of it. Either way we 
the people—must pay for keeping the 
American flag on the sea. 

It is only just to say, in passing, that 
costly as the emergency fleet has been 
and properly chargeable as it is to the 
war account, along with all the rest of 
the war equipment, it nevertheless ren- 
dered American commerce a tremendous 
service in the war and in the trade boom 
that followed, and is holding the fort in 
these slack days. It also rendered a 
world service. Without those ships we 
could not have dealt with the towering 
peak of foreign trade in 1919-20 and 
without them countless millions would 
have perished for lack of the food and 
subsistence, given in charity or sold in 
business, that were carried to them. It 
1s up to us to see that when some like 
emergency comes ten or twenty years 
hence the Stars and Stripes ships will be 
there to serve us and humanity. 

Through the protective tariff we have 
helped out of our pockets every other 


industry under the syh..\Why should it 
not be done for the ivery wagons 6f 
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Nothing could be worse *thay_the-pfes- 
ent effort to keep a national fleet afloat 
in competition with the private fleet, 
which thus finds itself opposed at home 
and abroad. The outcome will be the 
destruction of private interests, and a 
national fleet of junk a few years hence. 
And junk it surely will be unless enor- 
mous sums are spent for replacement. 
When world prosperity returns again we 
shall then have no ships of any kind, and 
the movement of our foreign trade will 
be entirely at the mercy of our com- 
petitors. 

There is no use blinking the situation. 
The Emergency Fleet Corporation must 
get out of the shipping business and we 
must create a situation that will make it 
possible for private interests to buy the 
ships, or else we must stop palavering 
about an American merchant marine. I 
am not going to sketch the way in which 
we believe these things can be done at a 
relatively small charge on the public 
treasury. The bill to that end is now be- 
fore Congress and has been for a year. 
Let’s pass it or something better, if there 
is anything better, and proceed to build 
up a real fleet, or else let us charge the 
whole three billion investment or more 
in the war emergency fleet to profit and 
loss, wind up the account, sell the ships 
to the foreigners for anything they will 
pay for some, sink or scrap the rest, cede 
the sea to the British and Japanese, and 
retire to the land for good. 


Mr. Lasker's testimony as to the un- 
favorable position in which our shipping 
is now found will be more fully appre- 
ciated from examination of the vital 
statistics concerning the industry. Thus, 
compared with about 6 million tons of 
shipping before the war we have now 
over 17 million tons, a gain of nearly 
200%. In the same period, shipping 
rates have declined over 50% and 75% 
from the peak of 1919 levels. It is ob- 
vious that, with a preponderance of ves- 
sels and a very low rate basis on which 
to operate, especially in view of very 
high costs of American operation, there 
can be very little by way of profits. 
Little by little, therefore, our ships are 
being driven off the seas. This is of 
great practical significance when it is 
considered that the force of existing cir- 
cumstances has been to deprive our 
trans-oceanic tonnage of all but a mere 

30% of the business which we are 

doing with other countries. 
Whether one agrees with the 
principle of the Ship Sub- 
sidy or not, it must be 
apparent that under 
present conditions 
our shipping industry 

has little to look for, a 
fact the significance of which is not likely 
to be ignored by the investing community 
which is interested in this industry. 
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An Exclusive Interview with Judge*Gary 


World Debts Should Be Settled 


International Conference, With Hughes-Type 
at Head, Could Find Solution of Problem 


Elbert H. Gary, besides being a re- 
nowned executive, is recognised as a 
leader in public thought in this country. 
His views on the outstanding problem of 
the day, as presented in this exclusive in- 
terview by Carol C. Damrau, may be 
truly said to reflect enlightened American 
opinion. 


HAT an early settlement of the in- 

ternational debt by a conference of 

representatives of the nations in- 
volved is of paramount importance, not 
so much to statesmen and diplomats as to 
the business man, whether he be large or 
small, is the opinion of Judge Elbert H. 
Gary, Chairman of the United States 
Steel Corporation. 

We are apt to be of the opinion that 
the international debt question is some- 
thing rather vague, which can be left to 
statesmen to settle at their own conveni- 
ence. Judge Gary believes, on the con- 
trary, that the failure of adjustment of 
the debt is not only hampering the 
growth of international business, but is 
seriously hindering our national progress. 
Little business and big business alike will 
be more or less seriously interfered with 
until this question is out of the way. 

In common with most other captains 
of industry, the Judge does not favor 
cancellation or repudiation of the inter- 
national debt. To cancel these debts or 
any part of them would be forced 
charity, which would be disagreeable to 
the donor, and, as a rule, equally unrel- 
ished by a self-respecting nation. 

Judge Gary first publicly broached the 
subject of a proposed conference at the 
semi-annual meeting of the American 
Iron and Steel Institute at the Hotel 
Commodore on October 27th. At that 
time he suggested that such a conference 
might be held in Washington and be par- 
ticipated in by representatives from the 
different nations. 

Recently, when interviewed by a repre- 
sentative of THE MAGAZINE OF WALL 
Street, Judge Gary went more fully into 
the proposition. He is very much in 
earnest about this matter, and thinks it 
should be the concern of all business men, 
and, indeed, of all thinking men and 
women who are interested in the welfare 
and progress of the nation as a whole. 


Hughes Type for Leader 

To direct such a conference, he thinks 
that a man of the calibre of Secretary of 
State Hughes should be the ruling figure. 
The United States, being a creditor na- 
tion, and essentially a well-disposed, fair- 
minded nation, should take the lead in 
this matter. 

A statement to all nations concerned 
should be made in advance, presumably 
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before the assembling of the delegates, 
that no repudiation or mutual wiping out 
of debt is to be considered, but that the 
purpose of the meeting is to discuss the 
terms of settlement or adjustment of the 
obligations existing between .the nation 
members of the conference. 

Such a statement as outlined, especially 
if announced in advance of the calling of 
the conferen , would presage the suc- 
cess of the n.eeting, because the atten- 
dance of a nation’s representative would 
necessarily mean that that member is in 
sympathy with the purpose of the con- 
ference. 

“It seems to me,” said the Judge, “that 
if a conference could be held in Wash- 
ington under the auspices of a man in all 
respects like Secretary Hughes, attended 
by duly accredited representatives of 
each of the international debtors and 
creditors, for the purpose of considering 
time, method, and terms of satisfying 
every peculiar obligation, and with the 
understanding in advance. that there 
should be no repudiation, world affairs 
generally would be much bene- 
fited. If the basis for confer- 
ence should be established in 
advance and stated in the invi- 
tation, the mere acceptance 
would give reason to suppose 
that success would be achieved. 
In all cases pertaining to a 
peculiar indebtedness from one 
individual to another, if pay- 
ment has been delayed it is of 
the highest importance that 
creditor and debtor should come 
into close contact for the pur- 
pose of mutually determining 
upon the time and manner of 
making payment and the rate of 
interest to be paid for the delay. 
If both parties show a proper 
disposition it is usually not dif- 
ficult to conclude a satisfactory 
arrangement. If either is un- 
fair and unreasonable, and the 
facts become known, that one loses the 
respect and confidence of those who be- 
come informed. The same should be 
equally true in regard to nations. Any 
nation failing to participate in such a con- 
ference or in subscribing to any proposi- 
tion which appears generally to be 
reasonable will lose the confidence of 
every one who would otherwise engage 
in business transactions with it. 

“At any rate, personal intercourse and 
frank discussion concerning jinancial 
obligations, between different nations 
directly or indirectly interested, coula not 
be harmful and would probably be bene- 
ficial. 

“Tt is time that the unsettled interna- 
tional debts should be satisfactorily 
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disposed of. 
progress and growth of the 
business.” 

Time for Action 

The fact that Judge Gary, occupying 
the position that he does in the industria 
and financial! world, considers the earl 
adjustment of post-war obligations of 
such transcendent importance, shoul 
wake every business man to the necessity 
of settling such a question within a ven 
short time. 

If the proposal of an international con- 
ference should come first from any other 
nation, or more particularly from ; 
debtor nation, it would not be welcomed, 
perhaps, by big business men. Foreign 
diplomacy would be thought of, and 3 
suspicion might creep in that all might 
not be open and above board. 

(Please turn to page 176) 
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Profitless Farms 


Forlorn Foreign Trade 


The Two Unsettling Factors in the 
Present Industrial Situation 


Why They Menace Prosperity—Can 


Farm Inequalities 


HE two great deterrents to the reali- 
zation of even prosperity are the 
unsettled economic condition of Eu- 

rope and the hard plight of our farmers. 
Europe is too timorous, too unsettled or 
too poor to buy freely from us, and the 
American farmer gets so little out of 
his products that his buying is restricted. 

These two factors are one, more than 
the city man and the average investor 
suspect. For, broadly speaking, the ex- 
porters of the United States are the 
farmers, and Europe is the chief buyer 
of those exports. About one third of our 
exports last year were food and kindred 
products, textiles and their products were 
about 13 per cent, tobacco and its manu- 
factures were about 5 per cent. Alto- 
gether the farm was the primary source 
and Europe the destination of more than 
half of our exports. She bought 40 per 
cent less from us in 1921 than in 1920, 
and in the first six months of this year 
lopped off more than a quarter of what 
was left. 

But whatever their interrelation, -it is 
obvious that our foreign trade is de- 
caying and that the state of our farm- 
ers is most deplorable. We are doing 
less and less foreign business and the 
agricultural portion of that is at a loss. 
How long can national prosperity keep 
up with the foreign buyer quitting and 
40 per cent of our domestic population 
functioning at a loss? 

I talked with Gray Silver about the 
critical agricultural situation. Silver is 
in himself the fine type of the business- 
man-farmer. As farm fortunes go, he 
is rich; and he made it all himself out in 
West Virginia. He is the legislative rep- 
resentative in Washington of that re- 
markable organization, the American 
Farm Bureau Federation, which within 
four or five years has enrolled 1,500,000 
farmers in the undertaking of finding 
out what is the matter with agriculture 
and what to do about it. Silver welded 
the farm bloc in Congress, and his busi- 
ness is to effect such national legislation 
as may be contributory to the restoration 
of agriculture to a sound position; but 
he hasn’t any illusions about legislative 


cure-alls and his economics are sound 
and not in the least tinged with socialism 
or paternalism. 


What the Farmer’s Dollar is Worth 


“Speaking of American farmers in the 
aggregate,” said Silver, “it is no exagger- 
ation to say that their present commer- 
cial position is one of lethargy and even 
of misery. When you consider that this 
condition is coincident with the highest 
degree of agricultural efficiency in both 
production and business management 
that we have ever known, you can sym- 
pathize with the blind indignation that is 
apt to shake all farmers and overcome 
some. We have given the nation and 
much of the outer world an abundance 
of food and clothing and thereby have 
undoubtedly contributed powerfully to 
the. renewed prosperity of the urban 
dwellers, but though the freight trains 
groan under the strain of carrying our 
immense production to the markets we 
are slipping into poverty. 

We have this Fall attained the greatest 
recorded extremes of that economic in- 
justice which has ever cursed the farmer. 
Now more than ever the still crude proc- 
esses of distribution of wealth reward 
us most unfairly. When I say that the 
farmer’s dollar is worth only 64 cents 
compared with the city man’s dollar, you 
get the facts in a nutshell. This is no 
theoretical economic moonshine. It is 
just 36 hard-earned cents abstracted, by 
the lack of economic balance, from every 
dollar the farmer gets before he spends 
it. This is on the assumption, too, that 
both kinds of dollars had an equal pur- 
chasing power in 1913, variations being 
based on the commodity prices of that 
year. For my part, I don’t think the farm: 
er’s dollar was up to his customer’s dol- 
lar even then. 

If two and two make four, then the 
exchange of agricultural for urban prod- 
ucts on the basis of 64 cents for a dollar 
means ruin for the farmer. Now with 
that fact staring him in the face he is go- 
ing to do just as little trading of that 
sort as he can. Of course, he will most- 
ly sell his products for what he can get, 


Be Remedied? 


but he will hold onto those 64-cent dol- 
lars he gets for them just as long as he 
can; in order to reduce his total losses 
and perhaps have some of them left when 
they are worth more. In some cases, 
however, it will cost him more to miur- 
ket his crops than the gross return—as 
with the potato growers of the midille 
northwest who are giving away potatoes 
and sowing grain over the undug tubers 
If the farmer has been forced into somnie- 
thing of a buying streak the last six 
months, he is now going to even up by 
going on a buyer’s strike—and nobody 
else can conduct a strike of that kind as 
well. He can’t do anything else. You 
must always make allowances for gen- 
eralizations. Some farmers are better 
off than others; some have crops this 
year that are convertible into dollars at 
par or better—but the fact remains that 
the whole purchasing power of farm 
products measured by other commodities 
is only 64 cents in the dollar. 

“While farmers are managing, work- 
ing overtime, and risking an average capi- 
tal of $12,000 and are actually losing 
money and going into debt for the privi- 
lege of doing so, common and skilled la- 
bor in the other industries is rolling in 
high wages. While the price of some 
farm commodities is lower than it was 
in 1913 and the average is only 10 per 
cent higher now, some building construc- 
tion laborers get as much for a day's 
work as the farm hired man does for a 
month. Carpenters are getting 110 per 
cent more than before the war, machin- 
ists 83 per cent more, painters 100 per 
cent more, hod carriers 113, and railroad 
employees at least 99 per cent more. 

“It takes no prophet to scan these facts 
and foretell an early collapse of the pres- 
ent city prosperity unless the farmer soon 
gets his equitable share. This present 
prosperity is a sham, because it is the 
opulence of some at the depletion of 
others, the profits of unfair and there- 
fore ruinous trade. Half this country 
cannot long riot in plenty abstracted 
from the capital of the other half. The 
source will run dry. The way out? Only 
the slow integration of farmers into pow- 
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GRAY SILVER 


“Gray Silver is the fine type of businessman-farmer. 
is the legislative representative of that remarkable organiza- 
tion, the American Farm Bureau Federation which, within 
four or five years, has enrolled a million and a half farmers. 
. . « Silver hasn't any legislative cure-alls, and his eco- 
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CHAUNCEY D. SNOW 


“The Washington headquarters of the United States 
Chamber of Commerce fills an entire office building. 
not a governmental body, and is not bound to incline toward 
Its members do business on facts, not bunk. 
Chauncey D. Snow is manager of the Foreign Commerce 
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How Can Farm Labor Compete 
Under These Conditions? 
The following annual farm labor income figures are compiled from surveys 


made by the U. S. Department of Agriculture in eight representative areas over a 
long period. They show that American farmers are getting only losses for their 


or, management and risk. 


Labor Income of Farmers 


What the farmer had left for his year’s work after deducting 
expenses and interest on his invested capital, which is $12,084 per 








capita. 

Area 
COTTON AREAS: No. Farms 19138 1918 1920 1921 

BB canes conedcenceses 268 $474 $1,813 — $364 — $497 

Catawba Co., N. C.......... cain 297 87 642 — 60 — 219 
DAIRY: 

Mens Ga. TE, Thc cesccsccscccccs 17 613 952 — 695 — 576 

Dane Co., Wis.......... piseenee 30 293 1,223 — 6508 — 161 
HOG & CATTLE: 

Clinton Co., Ind............ — 100 256 1,421 — 835 —1,002 

Dame Dos BOs ocvcccsecce os 965 306 1,537 —1,396 —2,463 
GENERAL LIVESTOCK: 

Washington Co., Ohio....... eeceen 25 110 333 $1 — 257 
WHEAT: 

Palouse (Wash. & Idaho)........... 246 709 *1,826 — 1,080 —2,197 
TAll Gasman fm U. &....ccccccccccccssccece 444 1,278 465 
R. lative prices of articles farmers buy— 

werage 1909-13 as 100................ 103 188 231 181 

tWages of railroad employes...........-. $800 $1,399 $1,794 $1,652 
-_ * For year 1919. +t As calculated by Congr 1 Joint C ion of Agricultural Inquiry. 


t Compiled by Bureau of Railway Economics, 
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erful economic groups and a recasting of 
: whole system of agricultural finance 
aid marketing. That is a national need 
and a national duty.” 
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The Foreign Situation 


In Washington is the seat of the Cham- 
ber of Commerce of the United States, 
whose offices fill an entire office building 
and whose function is to watch the com- 
merce of the world and read and report 
to American business the signs of the 
times. It is not a governmental body and 
is not bound to incline to optimism. Its 
members do business on facts and not on 
bunk. Chauncey D. Snow is manager of 
the foreign commerce department of this 
institution, and to him I went for a dis- 
cussion of the foreign-trade status. 

It is primer stuff that poor and dis- 
tressed people are poor customers,” said 
Svow. “In effect all Europe is poor or 
distressed, and Europe is our best cus- 
tomer. Besides, Europe pulls the rest of 
the world down with her. The whole 
world is failing in buying power, yet we 
need, according to some authorities, to 
export twice as much as we used to, in 
order to maintain our production at es- 
tablished capacity. Our exports slumped 
amost a half in 1921 and that half 
runk at the rate of about 30 per cent 
the first six months of this year. Even 
nuch of what we still sell is being paid 
r in gold—which we don’t want—in- 
ad of in goods. 
“Of course, the international exchange 
ites are demoralized because of the 
moralization internally and externally 

trade and fiscal conditions in many 
countries, but they operate to make the 
etfects of unsettled conditions still worse. 
Hand-to-mouth buying, cautious and 
fearful at that, is the natural result in 
the countries of depreciated currency. 
The countries of inflated currency tend 
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to do business with their own kind in- 
stead of with sound money countries. 
Their total buying power is less, and we 
get a smaller relative share of what is 
left. The sound or near-sound countries 
are getting so or staying so largely by 
holding down their purchases from us 
under conditions which tend to make in- 
ternational commerce more of a gold- 
payment than commodity-exchange bus- 
iness. To business policy and caution, 
add the factors of political unrest and 
apprehension, social disturbances; and in 
such countries as Germany, for instance, 
inefficient production despite the fact 
that everybody is employed, and you get 
a line on the buying power of our cus- 
tomers that is not very encouraging. 
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“Our foreign trade is a_ triangular 
affair, and our tariff policy tends to make 
is more and more so. For that reason the 
increasing proportion of our imports 
from the tropics does not free us from 
commercial entanglements with Europe, 
though it is in itself a very acceptable 
shift, because our imports thus become 
less competitive with our domestic prod- 
ucts. The tropics have the balance of the 
trade with us to about 500 millions a year. 
They largely spend this balance in Eu- 
rope, which gives that continent some- 
thing besides its own exports, services, 
borrowings and gold with which to settle 
its balances with us. Our export trade 
is, more importantly, a matter of agri- 
cultural products and raw materials. 
Only one per cent of our manufactured 
goods is exported. Europe takes 75 per 
cent of the goods of which we have a 
large exportable surplus—raw materials 
and farm products. Obviously, when Eu- 
rope is in trouble our farmers suffer. 
And Russia, now a commercial vacuum, 
will slowly come back to compete with 
our agricultural surplus. 


A Glimmer of Hope 


Convinced as he is of the grave prob- 
lems presented by our declining world 
trade, Mr. Snow can still see a glimmer 
of hope. He says: 

“The low prices of our agricultural 
products are a gain to Europe though a 
loss in the first instance to our farmers. 
Our cheap corn suddenly leaps to a high 
rank among our exports and will con- 
tribute to bringing Europe back. Despite 
all handicaps, Europe is somehow man- 
aging to sell us more manufactured goods 
than last year. 

“Despite the few encouraging factors, 
however, it is apparent that the stabili- 
zation of world trade is traveling a long 
and winding road; and to the degree in 
which prosperity for us is dependent on 
foreign trade we shall have to be con- 
tent with gradual steps toward it.” 
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This graph illustrates the great divergence between commodity prices and the 


earning power of the American farmer. 
It shows that, at no time since 1916 has the 


the Department of Agriculture. 


It is based on official computations by 


farmer been able to realize on his products an amount sufficient to meet the 
cost of living, as expressed by commodity prices 
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Have New Stocks Been Absorbed? 





This Year’s Incorporations and Capital Stock 
Issues—Is Investment Demand Large Enough 
to Permit Full Absorption of New Stock Issues? 


By LLOYD BURTON NORRIS 





HE more or less unsatisfactory 
behavior since their listing, of 
a number of new stoc«s listed 
on the New York Stock Exchange 
this year, would seem to indicate 
that all ‘as not well so far as the 
sponsors of these securities are con- 
cerned. It is true that in some spe- 
cial instances there have been very 
large advances in the market, but 
this is not true of the majority of 
new stocks which have generally 
lagged behind. It would seem from 
this that the public has acted con- 
trary to the expectations of hopeful 
insiders. The public, meaning by 
that the common-garden variety of 
investor, for one reason or another, 
some of which will be discussed la- 
ter, has failed to grow enthusiastic 
over a great many of the stock issues 
put out this year, completely dis- 
illusioning more than one fool in the 
market. 
This is a rather remarkable situa- 
tion, considering that for over a year, 
until recently, we have been in a 
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The question arises therefore: Ii, 
in a strong and active market, new 
stocks have shown a tendency to lag 
behind, what are they likely to do ii 
the market as a whole declines? 
Strange to say, the very action of 
these securities thus far this year, 
indicating little public participation 
and therefore comparatively little 
distribution by the insiders, would 
seem to lead to the conclusion that 
in the event of a decline in the mar- 
ket, new securities are likely to do 
better than the old ones. The re: 
son for this is to be found in the 
fact that these stocks have not ad- 
vanced much this year and that, con- 
sequently, they have that much less 
to decline if general market cond 
tions become unfavorable. 


In the estimation of the writer, 
there has been comparatively little 
distribution of new stocks. This 


means that they are still in the con- 
trol of their leading interests. Sin 
the public is not heavily involved in 
these new issues, they have not ver 








very strong and active stock market. 


Nev- vs. Old Issues 


It is not the province of the writer to 
discuss the market movements of indi- 
vidual securities, but if the reader will 
scan the list of new stocks listed on the 
New York Stock Exchange he will see 
that from a market viewpoint a surpris- 
ingly large number have failed to make 
considerable headway. By comparison, 
the older issues have done very much 
better. Of a list of twenty-four new 
stock issues selected by the writer only 
nine made gains of over 10 points, the 
average gain of these stocks, including 
several fairly high-priced issues, being 
about 8 points at the maximum, and, at 
this writing, about 6 points, certainly not 
a very exciting record. During the same 
period, twenty-five of the leading indus- 
trial stocks made a gain this year of 
about 35 points. In comparing these fig- 
ures, it will be seen that the new issues 
have not been particularly successful 
from a market viewpoint, whereas the 
older issues have shown very great re- 
siliency. These figures indicate the direc- 
tion which public participation in the 
stock market has taken. 


There are several very good reasons 
why the average investor has not taken 
very kindly thus far to the new issues. 
One, and perhaps the principal one, is 
that during the first half of this year, at 
least, there we e surprisingly good invest- 
ment and speculative opportunities to be 
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* RDASED ON 10 MOS RETURNS. 
had in the seasoned and semi-seasoned 
issues. New issues, therefore, had to 


compete on a very unfavorable basis with 
the older ones. The result was that 
greater attention was paid to securities 
which had been for a long time in the 
public eye than to the newcomers, al- 
though, in all fairness to these issues, it 
should be said that a number of them are 
quite attractive on their own merits. The 
average investor, however, after all is 
said and done, is still a rather conserva- 
tive creature and his tendency has been to 
view the new stocks with suspicion until 
they could prove themselves of the value 
which was claimed for them. 

Another reason for the relative failure 
marketwise of new stocks was that they 
came into competition with a great many 
very attractive new bond issues, in addi- 
tion to the old ones which were then sell- 
ing on a high yield basis. 

Still another reason was that the banks 
would not carry a number of the newer 
stock issues, especially the low-priced 
ones, and as brokers were compelled to 
ask their clients to make full payment, the 
latter turned their attention to securities 
which they could buy, as usual, on 
margin. 

Altogether, therefore, it is not difficult 
to see why new securities should have 
been relatively less attractive to investors 
than the old ones with which. they were 
familiar. 


much to sell. Insiders, therefore, 
will not be compelled to take a ver 
large volume in a reactionary market 


A Neutral Prospect 


Generally speaking, it seems reasonabl 
to assume that if new stocks have not ad 
vanced very much this year, they are, at 
least, not likely to decline very much o 
account of heavy future selling mov 
ment. This neutral prospect, howeve: 
cannot be considered very enticing. 

There is one thing, however, that has 
to be taken into consideration in estimat 
ing the prospects for new capital issue 
and that is the increasing rate of thes 
newcomers. Since the beginning « 
the year, over $600,000,000 stocks, curre: 
market value, has been listed on the New 
York Stock Exchange. As stated pri 
viously, the bulk of this volume rests i: 
the hands of the origina! insiders. This 
is a tremendou. volume of capital to b 
held in such a. concentrated way. Th 
question then occurs as to what might 
happen to these holdings should a pro- 
tracted decline in the market set in. From 
previous experiences in this direction, 
is almost a certainty that, should there 
be an important decline, especially one 
heralding an unfavorable change in busi- 
ness conditions, insiders might be com- 
pelled to sell in large volume, which 
would have the effect of greatly depre- 
ciating the market value of their stock 
Thus, while there is no potential danger 
of magnitude from the direction of the 
investing public, there is a possibility of 
unfavorable developments from the very 
insiders themselves. It is this possibility 
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A Christmas 


suggestion 
from a 
subscriber 


“I was just thinking 
that I don’t know of a 
better Christmas pres- 
ent that a fellow could 
give some of his invest- 
ing friends, who are 
not already subscrib- 
ers, than an annual 
subscription to your 
magazine, because if he 
uses his head in con- 
nection with what you 
present, he ought to 
develop that Christmas 
present into a substan- 
tial sum.” 
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To regular subscribers and readers FREE 


We want to present you with a book that is not for sale—a book 
you will appreciate—‘“‘How I Became Financially Independent” 


'| TheIdeal Christmas Gift 


It is understood that I am to receive FREE a copy of “How | Became Financially Independent,” 


NOTE-—The magazine may be sent to one address and the book to another. 
Gift Subscription is sent in is already a subscriber, the subscription will be extended for one year. 





To Yourself, and——— 


For Father, Brother, Son, Friend and Business Associate 


O Christmas gift you can send will compliment a man more 
N than a year's subscription to THE MAGAZINE OF WALL 

STREET. It will indicate to him that you have faith in his 
*‘making the grade,”’ and he will be reminded of your thoughtfulness 
26 times a year. 


Whom the Magazine of Wall Street Will Interest 
The chronic loser in the stock markct will appreciate The Magazine of 
Wall Street. It will guide him in his investments, show him how to select safe 
and profitable securities, how to avoid the danger points and will set him on 
the right road to Financial Independence. 


A business friend, through reading the trade tendencies, money, credit and 
business features, should quickly become a better business man with a broader 
point of view. 


A yourg executive, hard-working and anxious for progress, will find him- 
self being helped up the trail. 


An employe—A great many business concerns and banks make it 
yearly custom to present the principal employes with a yearly subscription to 
The Magazine of Wall Street, for they know the advantage of having an 
employe who is striving to protect his family by proper investment of his savings. 


Be a friend to the man with his first $500 to invest. While he knows how 
to make money, he may not know how to keep it. Mistakes in judgment may 
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O less than 8 billions of dol- 

lars were involved in incor- 
porations of new enterprises this 
year. Of this amount many 
hundreds of millions in securities 
have been sold to the public. 
There has also been Government 
financing amounting to over 3 
billions, and, in addition, there 
has been new corporate and 
municipal bond financing amount- 
ing to over 3 billions. Also over 
600 millions in new stocks of old 
companies have been listed on the 
New York Stock Exchange. In 
view of this enormous output of 
securities in 1922, the question 
arises whether they have been 
thoroughly absorbed by the in- 
vesting community, and whether 
investment demand remains sufh- 
ciently large to act as a sustaining 
force. 








hich renders the position of the average 
ew stock uncertain, and it is, therefore, 
vorth while taking into consideration by 
the average investor. 


“Outside” New Issues 


As to new securities not listed on any 
xchange, their position is certainly not 
nviable. This year, for example, there 
ill be a total of incorporations repre- 
nting new enterprises of not less than 
ght billions of dollars. Of this stupen- 
us amount, a sufficiently large part will 
idoubtedly represent absolute loss. 
ymmercial failures are increasing rap- 
idly and will probably amount to nearly 

e billion dollars this year. In other 

rds, at least one out of every twelve 

-w enterprises are doomed to failure. 
This is what lends such a speculative 

aracter to securities of this origin. 

With newly listed securities on the 

ew York Stock Exchange, it is a differ- 

t matter. These securities represent 

stly companies which have been estab- 

hed for a considerable period. Some 
cegree of stability is to be expected 
from such companies. As to the abso- 
lutely new enterprises, only investors who 
re in closest touch with the affairs of 
these companies and who, after being 

sured of good possibilities, are in a 

sition to speculate should consider add- 

g these securities to their holdings. The 

erage investor, especially the small in- 

stor, should strictly limit himself to 
well-seasoned securities with a good 
iture. 

This year there was offered over three 
billions in bonds, exclusive of U. S. Gov- 
ernment issues, over 600 millions in new 

»ck was listed on the New York Stock 
xchange, and hundreds of millions of 

llars in uniisted securities were sold. 

view of this stupendous amount, is it 
ssible that investment demand will be 
rge enough to act as a sufficiently sus- 
ining force? It is questionable. De- 


for NOVEMBER 25, 1922 


mand for funds with which to conduct 
business is growing more urgent. Indi- 
viduals who require an increasing amount 
of funds in their business will show more 
and more of a tendency to dispose of at 
least their speculative holdings. This 
pressure is likely to have a general effect 
on all classes of issues when the demand 
for commercial funds grows larger, and, 
although, as stated before, there has not 
been much distribution of new capital 
issues listed on the Stock Exchange to 
the public, insiders themselves may be re- 
quired to sell large amounts. 


Conclusion 


In pointing out these considerations 


-— 


about new securities, the writer does not 
wish to draw a pessimistic conclusion. As 
stated previously, there are a number of 
these newly listed stocks which rank well 
on the basis of their intrinsic merits. The 
purpose of this article, however, has been 
to point out wherein the situation with 
regard to these securities in general is 
weak. 

Untligested securities of this sort very 
often can cause embarrassment to their 
holders and it would seem to be an ex- 
cellent investors of small or 
moderate means to avoid these issues 
on general grounds, selecting instead, 
which have proven investment 


plan for 


issues 
merit. 





Short-Selling in Business 


Universal Use and Function of the “Short-Sale” 


getting congressmen and other re- 

formers, is unrighteous, and, accord- 
ing to these individuals, flourishes in its 
greatest iniquity in Wall Street, a term 
very often associated by sensitive minds 
with unholy things. Amusing as this ver- 
sion is, one can only ascribe the animosity 
of the critics of short-selling to dense 
ignorance of what constitutes a funda- 
mental of business life. 

To defend the short-sale is like defend- 
ing business itself. If you ask: Why sell 
short then you must ask why carry on 
business? The two are indissoluble. 

It is the way of business to sell short. 
Almost every business transaction is a 
short-sale. 

What then is selling short? Tc sell 
short is to promise to deliver something 
you have not in your possession but 
which you hope to be able to secure later 
on. If you are a wholesaler and order 
from your manufacturer thousand 
pairs of shoes which have not yet been 
manufactured but which your manufac- 
turer intends to manufacture upon re- 
ceipt of your order, agreeing to deliver 
at a certain price and at a certain date, he 
is selling short. In other words, he is 
selling you something which he does not 
own at the time at which the sale is 
made but which, all things being equal, 
he will deliver to you at the specified date. 
That sort of thing permeates all business. 
The butcher, baker and _ candle-stick 
maker are constantly selling short, 
whether they know it or not. 


Tate seamen according to vote- 


one 


Is It Unethical? 


It is claimed that this practice is un- 
ethical because in selling short you sell 
something you do not at the moment own 
But if only that which is actually owned 
at the time the sale is made can be sold, 
business could not be conducted on the 
present scale. We would in that case 
have to revert to the business methods in 
force in mediaeval days. 

Furthermore, there is higher degree of 
ethics connected with short-selling than 
appears at first glance because the short- 
sale is predicated on confidence and be- 


lief in the integrity of the seller. The 
business man who orders goods for 
future delivery knows that the other 
business man from whom he is buying 
will deliver his goods, otherwise he 
would not order. 


As a matter of fact, the development 
and extension of the practice of short- 
selling in business is testimony of the 
higher business ethics which prevails to- 
day as compared with that of days gone 
by. The man who will not buy unless 
he actually sees before him what he 
wants to buy certainly does not betray 
much confidence in the integrity of the 
people with whom he does _ business. 
Without the development of the practice 
of the short-sale in business, no charge 
account could be opened, for example, 
borrowing would be reduced to a mini- 
mum and the wheels of industry would 
grind very slowly and uncertainly. 


Individual Cases 


It is true that, as in security dealings, 
for exaniple, the principle of short- 
selling may be perverted for their own 
ends by narrow-gauged speculators, but 
the fault here lies with the individual and 
not with the method, In the field of 
securities, in which the practice of short- 
selling has reached a high point of de- 
velopment, the short-sale has proved and 
will continue to prove of very great bene- 
fit to the vast body of investors. It is 
one of the really powerful sustaining 
forces of the market and, at times, with- 
out this force, there would be nothing to 
prevent financial ruin for many thousands 
of investors. 

Short-selling, in securities is merely an 
extension of the practice of short-selling 
which is so universally conducted in 
business. Neither one nor the other is 
unethical. In the sense that they are pro- 
ductive of business stability they are 
highly ethical. 

It is rather late in the day to attack the 
practice of short-selling. It is an accepted 
business method and as such must stand 
unless indeed our entire system of busi- 
ness is to change. 
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They Pay Their Debts To Us? 


How the Interallied Debts Arose—Should the Nations Pay 
Them—How a British Liberal States the Case to America 


nomic paradoxes born of the war 

and the peace is the peculiar situa- 
tion created by the fact that the late 
Allies owe each other and the American 
government billions of dollars which, ac- 
cording to the ordinary rules of inter- 
national morality, they should pay. The 
paradoxical elements in the situation, to 
put the case in its briefest and most 
startling form, are that we make it im- 
possible for them to pay; that they would 


Or of the strangest of the eco- 





HIS survey of the Interallied 

debt situation is presented as 
a simple analysis of conditions as 
they are. We invite readers to 
examine the facts set forth, and 
on the basis of these facts, to 
submit to us their solution as to 
how this pressing problem may be 
solved. 











do considerable damage to this country 
if we let them pay; that, in spite of all 
this, we insist that they do pay. 

The roots of this paradox lie in the 
vast transfers of credit made necessary 
during the war to keep the pace with the 
enormous transfers of military goods. 
Thus, between 1914 and 1917, France had 
borrowed a billion dollars from England, 
and from then till the armistice bor- 
rowed a billion and a half more; Eng- 
land borrowed over four billions from 
us when we entered the war, and France 
borrowed over two billions from us. All 
these debts are distinguished from ordi- 
nary commercial debts in that, being des- 
tined for war purposes, they are not 
represented in the long run by value re- 
ceived, as the goods supplied as the 
equivalents of these credits are destroyed 
in the course .f warfare. The funda- 
mental fact that the Allied debts repre- 
sent goods which no longer exist as 
such, conditions all further developments 
in the international financial situation. 


Gold Resources 


Parallel with this vast extension of 
credit on the part of England and the 
United States came two other develop- 
ments which profoundly affected our re- 
lations with Europe. In the first place, 
we received huge shipments of gold, 
amounting to over three billion dollars, 
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which made this country the greatest re- 
pository of gold in the world, weakened 
the reserve position of the other Allies, 
and came very close to exhausting the 
gold resources of the Occidental world 
in so far as they are useful as a foun- 
dation for credit and note circulation for 
banking purposes. Another development 
was the sale of American securities 
formerly held abroad for the account of 
Allied governments. This amounts to the 
repayment of the greater part of the debt 
of over five billions which the American 
nation as such had incurred toward Eu- 
rope in the past fifty years in the course 
of its rapid internal development. Both 
these steps were taken in addition to the 
extension of credit in the form of Allied 
debts to help pay for war material sup- 
lied by America to the Allies both before 
and during its participation in the war. 

We can now return to the three para- 
doxes of the debt situation as stated 
above and make the necessary amplifica- 
tions and modifications. In the first 
place, that we insist on the Allies pay- 
ing up their debts is clear from the offi- 
cial utterances of the Secretary of the 
Treasury and the Secretary of State in 
recent months, on various occasions. In 
the last of these it is made clear that the 
American Government regards the debts 
of its late Allies as ethical obligations 
of the same order as the debts of a pri- 
vate person, and expects a full payment 
in cash, in principle. 

That we make it impossible for our 
debtors to pay us is the result of our 
tariff policy, definitely framed to exclude 
foreign goods from our markets. There 
are three ways in which a foreign coun- 
try can pay off its debts to us: in gold 
or its equivalent, in merchandise, and in 
securities or credits. The first method, 
as a general means of settlement of the 
Allied debts, is physically impossible, be- 
cause these debts amount to over ten bil- 
lion dollars, and there are not ten bil- 
lions of coin or bullion in gold in the pos- 
session of the rest of the world outside 
of the United States. 

The method of payments in securities 
is difficult, because we have already re- 
purchased most of our own securities 
formerly held abroad, and are not, as in- 
dividuals, interested in foreign’ securities 
at the present time. Besides, payment in 
securities merely postpones the problem 
of payment, without settling it. 

We are therefore left with the method 
of payment in goods, as the only valid 
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way in which the Allied debts, or indeed 
2ny international debts, can be paid. As 
we refuse to accept payment in foreign 
goods ourselves, our debtors must sell to 
other nations and turn over the money 
(in gold) thus received to us. This 
means a stifling of American competi- 
tion in the foreign markets of the world, 
with our own connivance, as we must 
allow our competitors to drive us off the 
world’s markets in order to let them 
make enough money to pay off their debts 
to us. This will further intenstify the 
economic isolation of America, as not 
only shall we refuse to buy the products 
of other nations but we shall be debarred 
from selling to other nations. The 
former prohibition, raised by the tariff 
is welcome to the manufacturing inter 
ests taken as a whole; but the latter most 
certainly is not. 

This matter of payment in goods is 
worthy of further consideration, as 
essentially all settlements of debts be- 
tween nations are transfers of goods, the 
shipments of gold that occasionally occu: 
being normally only the temporary settle- 
ments of differences necessary to regu- 
late exchange. It raises the third para- 
doxical point in the Allied debt situation 
—that if we allowed our debtors to pay 
us, it would ruin us to collect the debt 
An English liberal journal pointed out 
that if England wished to ruin the Unit 
ed States economically for a long period 
the best way would be to mobilize its in 
dustrial forces as it did during the war 
concentrate on maximum production at 
war-time intensity, and deluge this coun- 
try with a flood of goods at dirt-cheap 
prices, in this way settling its debt. Inci- 
dentally, of course, American industries 
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would be ruined as they would be un- 
ible to compete on the home market with 
this flow of goods and would therefore 
be put out of business. -In the case of 
such huge sums as are involved in the 
Allied debt, a flow of goods represent- 
ing the interest alone on the ten billions 
that are owed to us would be more of 
a burden on the import side than our 
trade balance could stand. 


The tariff barrier that we have put up 
wards off such a flood of goods, and in 
so doing makes it impossible for the 
Allied debt as a whole to be paid. Great 
Britain, it has been said on responsible 
authority, can and will pay, and in point 
f fact has already delivered fifty mil- 
ions in gold and is on the point of de- 
livering another fifty millions in a few 
veeks. It is hardly likely, however, that 
his method of gold payments can be ex- 
tended to the whole of the four billions 
hat it owes this country, interest on 
vhich alone amounts to two hundred mil- 
ions annually. The reason, as stated 
ibove, is simply that there is not enough 
old in the world for that, even with 
illowances for the new gold produced 
ach year. 

This gold, now being paid by the Brit- 
sh government to us, has been obtained 
by sales of British products to foreign 
ountries, presumably in competition with 
(American products. Payment of the 
\llied debts and the maintenance of our 
xport trade are therefore incompatible, 
nd it seems that we have chosen to re- 
ain the former and let drop the latter. 


Our Independent Position 


It is true that America is in a better 
osition than any other country in the 
vorld to assume a pasition of well-nigh 
omplete economic isolaton. There are 
scarcely any of our imports that we can- 
not get along without. It is on the ex- 
port side that the shoe pinches. If we 
ire to get along without an export trade, 
a large part of our agricultural industry, 
particularly wheat and cotton, our cop- 
per industry, oil refining, and an amount 
ughly estimated at 10% of our total 
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manufacturing capacity will be made idle. 
This means a lower level of economic 
activity in this country. 

We have pointed wut that from the 
standpoint of the creditor nation there 
are three ways in which international ob- 
ligations can be received: gold, goods and 
securities. From the standpoint of the 
debtor nation, there are three ways of 
raising the money for payment: from the 
foreign investments of the people, from 
the annual exportable surplus, and 
through loans. 

In a brilliant study of the interna- 
tional debt situation, Reginald McKenna, 
former Chancellor of the Exchequer and 
now chairman of the board of the biggest 
bank in England, the London Joint City 
& Midland, delivered a speech before the 
American Bankers’ Association conven- 
tion in which he laid down the classic 
formulation of the standpoint of British 
liberal economics towards the interna- 
tional financial situation. He points out 
that, considering the problems of which 
of these three sources of supply are 
available to the Allies in meeting their 
debts to the United States, only England 
can be considered able to pay, and that 
on the ground that it has the largest 
amount of foreign investments still out- 
standing, an amount estimated at 13/% 
billions, or three times the amount of 
her debt to this country. 

The position of British liberal thought, 
as expressed by McKenna, is that the in- 
terests of the nations taken as a whole 
are the same as the interests of any one 
of them; in other words, that in the long 
run no nation can become prosperous at 
the expense of its neighbors, but only 
in proportion to the prosperity of its 
neighbors. This of course is merely an 
extension of the liberal theory of the re- 
lations of the individual as an economic 
unit and the State as an economic to- 
tality. 

It follows from this that the question 
of the Allied debt cannot be treated alone, 
but as merely one phase of the great 
stream of international trade, with its 
currents and cross-currents of transfers 
of money, credit and goods. Ordinary 
commercial intercourse and the payment 
of reparations are intimately connected 
with this stream, and must be considered 
in any solution of the Allied debt ques- 
tion. 

These debts, as McKenna points out, 
were accumulated in war time, on a war- 
time level of prices and capacity produc- 
tion, and are therefore inflated in com- 
parison with the much lower peace-time 
level of production and peace-time prices. 
In other words, a burden incurred at a 
highly inflated level must be paid off at 
a deflated level, not only of prices and 
currency but of general economic activi- 
ty as measured by total production and 
consumption, including both war and or- 
dinary activities. 

The normal growth of a creditor na- 
tion, the banker stated, is through the 
cumulative growth of foreign invest- 
ment, based upon the reinvestment of the 
national exportable surplus. The neces- 
sary condition for the marketing of 
goods abroad is the reinvestment of 


funds in foreign countries to enable them 
to buy this exportable surplus. A credi- 
tor nation, therefore, grows by a process 
of pyramiding, in which it reinvests the 
surplus derived each year from exports 
so as to enable it to have a bigger sur- 
plus which is similarly reinvested the 
next year and so on. 

In this way Great Britain has built up 
the foreign investment fund of 13% bil- 
lions described above, and accordingly, 
says McKenna, is able to pay, although 
he points out at the same time the evil 
effects of such payments on trade in dis- 
organizing the normal structure of inter- 
national trade and the financial system 
depending on it by introducing a factor 
which is essentially artificial, based on 
abnormal war conditions and having no 
relation to the peace-time economic 
world. 

The position of America, compared 
with that of England as described by Mc- 
Kenna, shows certain resemblances, but 
much greater differences. Like England, 
we have an exportable surplus, which 
will probably continue to reach consid- 
erable dimensions no matter how much 
our exports of manufactured articles fall 
off. For the time being our exports of 
raw materials are indispensable to the 
world, and will continue to be exported, 
whereas our imports will tend to decline 
in face of the tariff. 

Our foreign investment fund, consist- 
ing of the total of obligations of other 
countries to us, is at least as large as 
England’s and probably larger. Only, 
whereas a small part of Britain’s for- 
eign holdings are Allied debts, owed by 
France, Italy and the minor Allies, by 
far the largest part of ours is govern- 
mental, amounting to over ten billions, 

(Please turn to page 170) 








GT. BRITAIN’S BALANCE SHEET 
in Thousands of Pounds 
(Sterling at Par) 

*CREDITOR 
Armenia.... £829.6 
Austria.... 8,605.1 
Czecho- 

Slovakia. . 
France..... 
italy..... - 


DEBTOR 
United 
States... . £ 856,093.0 


2,000.0 
572.524.0 
502,374.0 
567,892.0 

23,406.7 


7,656.0 
538.1 
126.5 


Mauritius. ... 
Other Allies. . Rumania... 
——————_ | Belgium (& 

Gd. total.. £ 892,430.0 | colonies).. (2,550.0 
22,767.2 
205.0 
7,710.0 
4,137.0 


18,472.0 


Montenegro. 
Greece..... 
Poland.... 
Portugal... 
British Do- 
minions & 


Colonies.. 156,525.2 





Gd. total.. £ 1,897,997.8 


* Including relief and other credits. 


FRANCE’S BALANCE SHEET 
In Millions of Francs. 

(Based on Francs 13 to the Dollar) 
CREDITOR DEBTOR 
"Russia... Fr. 10,480.0 | United States... 44,276 

757.8 | Great Gritain.. 30,301 
JAPAN . nc. ccnne 725 
Spain ......... 1,196 
Sweden 143 
Norway 99 
Argentina eee 349 
Switzerland ... 314 
Holland ....... 252 
Uruguay 182 


77,837 





Gd. total.Fr. 15,143.0 


* Part of this before 























Are French Bonds Sound? 


Fundamental Factors Affecting French Invest- 
ments—Results of the War-Time Fiscal Policy 


HE recent decline of the French 

franc to the record low since Jan- 

uary, 1920, has served to focus the 
attention of American investors on the 
position of French securities, which are 
held in this country to the extent of mil- 
lions of dollars, in both dollar and franc 
issues. The great question is: Is the de- 
cline merely a market movement, based 
on temporary fluctuations, and having no 
deeper significance, or does it serve as an 
indicator of something fundamentally 
unfavorable in the financial status of the 
French republic? 

The interest of American investors, 
apart from those who bought internal 
bonds in the hope of speedy exchange 
appreciation in the hectic days of 1919-20, 
centers in the three dollar issues brought 
out in this market. There are outstand- 
ing $2,110,000 of 5%s, maturing in 1937; 
$100,000,000 of sinking fund 8s, due 1945, 
and another $100,000,000 issued last year 
of 7%s, due 1941. As there is no hope 
of exchange profit in these issues, they 
must be regarded strictly on their invest- 
ment merits, using the ordinary criteria 
of bond investment: ability to pay, effi- 
ciency of management, past record, and 
the like. 


French Expenditures 


As these bonds were put out under 
compulsion of war, and as the war has 
been the determining factor in French 
finance since 1914, let us have a broad- 
gaged view of the effects of the war on 
the fiscal status of the French Govern- 
ment. A very careful estimate in the 
“Quarterly Journal of Economics” for 
February, 1921, condensed from Prof. 
Gaston Jeze’s two-volume study. of the 
subject, gives the total war-time expendi- 
tures of France at 200 billions. Of this, 
he concludes that 100 billions were raised 
by long-term borrowing, about 97 by 
other expedients, such as note issues cov- 
ering advances from the Banque de 
France, short-term loans, and the like, 
while not more than 3 billions can be at- 
tributed to taxation for war purposes. 

This is a very low ratio of taxation to 
expenditure. The unwillingness to be 
taxed of the French agricultural peasant- 
proprietor, who is the biggest economic 
and political force in France, has been 
the determining factor behind this policy. 
For several years before the war there 
was a constant succession of deficits, 
while expenditures were steadily mount- 
ing. When the war broke out, the first 
thing done was to repeal (!) the general 
income tax, instead of finding new 
sources of taxation. For a full year 
thereafter nothing was done, and only on 
Dec. 31, 1916, was any attempt made to 
face the problem of taxation boldly. 

The fiscal policy thereafter was a piti- 
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fully inadequate thing. Taxes on vinegar, 
alcohol, coffee and chicory, increased 
prices for matches and tobacco, which 
are Government monopolies in France, 
sporadic increases in publicly owned 
utilities like railroads, telephones and 
telegraphs, gift and inheritance taxes, in- 
adequate income taxes which brought in 
little more than the cost of collection, 
taxes on sales and turnover inaugurated 
almost preciszly at the time the business 
depression set in, this was the record of 
the tax department during the war. 


Public Debt Increased 


Under the circumstances, since the war 
had to be won and money had to be found 
somehow, a policy of mild note inflation 
and considerable expansion of State 
loans set in. The net results Speak for 
themselves: the public debt of France on 
Aug. 1, 1914, was 32,580 million francs. 
Early in 1922 the debt was estimated at 
279,573 millions, and of this 31,921 mil- 
lions are figured at par; if they were 
taken at the average rate prevailing since 
the war, of about 13 to the dollar, the 
total debt would be more like 330,000 
millions, or over ten times the peace debt. 

The relations of the Government with 
the Banque de France are such that, 
while there is a legal limit to the amount 
the Government may borrow, this limit 
may be raised from time to time, and has 
been so raised from an initial 2 billion to 
a peak of 545 billions. The Government 
is under a legal obligation to return 2 
billions in the current year to the bank, 
but so far has remitted only a quarter of 
this sum, and in addition is expected to 
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raise the loan limit and borrow additional 
sums from the bank. The latter is com- 
pelled to raise its note circulation when 
it lends money to the Government, and 
in the event of a new advance being made 
it is evident that the recent slight declines 
in the circulation of the notes of the 
Banque de France cannot be maintained. 

The net result of the war has been to 
raise the note circulation from 5,800 mil- 
lions at the beginning of the war to some- 
what less than 36,000 millions at the 
present time. At the same time the gold 
holdings have remained constant. Those 
who attribute exchange fluctuations to 
note inflation compared with gold reserve, 
by a strict interpretation of the quantity 
theory applied to exchanges, would there- 
fore be justified in assigning to the franc 
an intrinsic exchange value, based on its 
present position with respect to its gold 
reserve, of slightly over 3 cents, which 
compares with an actual market price of 
about 6% cents. 

The conditions under which some of 
the bonds above mentioned were floated 
were extremely onerous. A case cited by 
Prof. Jeze seems to be especially vicious. 
A funding loan of 900 million francs 
floated a month before the beginning of 
the war was taken up by the bankers at 
91, the bonds bearing interest at 314%. 
With the outbreak of the war, the bonds 
declined steadily to 82, and the Govern- 
ment, wishing to avoid losses to the 
bankers, whose services it foresaw it 
would need badly later on, issued a de- 
cree allowing the bankers to~-exchange 
the 3%s selling at 82, and subject to 
taxes, at the fixed price of 91, into 5% 
National Defense bonds redeemable in 10 
years at par and free from taxation. One 
surmises that the baukers in question did 
not exactly go into the poorhouse as a 
result of this transaction, but it looks as 
if the Government at the very outbreak 
of the war was paying over 7% for its 
money. Comparing this with the flota- 
tion by the United States of 4% bonds at 
par by popular subscription, we see the 
difference in the weight of the burden 
which the war placed on the finances of 
the respective countries. As a result, also, 
of the 50% premium based on lottery 
drawings, the first five loans floated by 
France during the war resulted in a re- 
ceipt by the Government of 71 billions of 
francs, in return for which it assumed 
obligations of over 97 billions. 


Taxes Too Low 


The French record of war-time financ- 
ing consists therefore of insufficient taxa- 
tion, and the raising of loans under 
unusually burdensome restrictions, while 
at the same time the central bank was 
drawn upon to the limits of its ability and 

(Please turn to page 171) 
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How the “Paper” Bonds Compare 


Position of American Writing Paper, International Paper and 
Union Bag & Paper Bonds—Which Is the Most Attractive? 


HE technical position of the paper 

industry is stronger today than it 

has been at any time since the col- 
lapse of 1920. Prices for all grades of 
the product have hardened and for sev- 
eral months past have shown a steady up- 
ward trend. Orders are coming in in 
good volume; many of the standard com- 
panies are operating at or near capacity; 
ind stocks on hand are generally lower. 

While the readjustment that took place 
in the industry over the past two years 
was severe, there is no reason to be appre- 
hensive for the future of those companies 
that have not over-extended themselves 
and. are in sound financial condition at 
the present time. The future demand for 
paper is just as certain as for iron, steel, 
copper, petroleum, rubber, sugar, or any 
‘ther great basic commodity. Further- 
more, new uses are being constantly 
ound for paper and there is always a 
demand for certain grades, such as news- 
print, stationery, etc., which is likely to 
continue almost as strong in times of ad- 
versity as during prosperity. The indus- 
try has been thoroughly liquidated and 
the outlook is good. 

In view of this strong underlying con- 
dition of the industry an analysis of the 
several paper ‘bonds, listed on the New 

ork Stock Exchange, should be of in- 
terest, though a better time than the pres- 
nt may be founc later on for the pur- 
hase of these securities. There are three 

ch issues, all first mortgages and the 
obligations of companies engaged in three 
listinct branches of the industry. They 
{ the American Writing Paper Co. 

rst 6s of 1939, International Paper Co. 
‘irst & Ref. 5s of 1947, and Union Bag & 
‘aper Corp. First 6s of 1942. 

The accompanying table gives a com- 
lete analysis of each of these issues, set 

p in a form which will permit the bonds 

eing readily compared. At a glance it 

ill be seen that they fall into two 
groups; the American Writing Paper 6s 
laving quite a speculative character, 
while the other two issues are on a de- 

ledly higher investment plane. 

For a speculative issue, the Writing 
‘aper 6s appeai attractive in spite 

( the fact that they are selling about 
seventeen points above their low mark 
of 67. The company represents a 
consolidation of a large number of com- 
paratively small paper. companies, which 
was brought about in 1899. Today it 


for NOVEMBER 25, 1922 


By R. M. MASTERSON 


operates twenty-six separate mills. Its 
earnings have been quite erratic and, 
while in most years there has been suf- 
ficient available to cover interest require- 
ments by a fair margin, the common stock 
has never paid a dividend and there is 
over 150% in accrued dividends owing 
on the preferred. For 1921 operations 
resulted in a deficit, due to the severe de- 
clines in inventory account, but in the 
five preceding years, a sufficient balance 
was shown to cover interest requirements 
by a substantial margin. 

The bonds, nevertheless, are secured 
by a first mortgage on all the twenty-six 
manufacturing plants, which in 1917 were 
appraised at $14,768,250, after making 
allowance for depreciation of over $7,- 
500,000. Other items of the December 31, 
1921, balance sheet brought the net tan- 
gible assets, as shown by the table, up to 
an amount equal to approximately $2,000 
behind each $1,000 bond outstanding. 

Last Spring the president of the com- 
pany stated that orders since the first of 
the year had been coming in in good 
volume. In July, it was stated that the 
mills were operating at about 80% of ca- 
pacity. Conditions since then have con- 
tinued favorably and it is logical to pre- 


sume that the year 1922 will return a fair 
profit. With the bonds selling at about 
84, yielding 8.30%, they are out of line 
with their intrinsic value. 


A Sound Bond 


The statistical data for the Interna- 
tional Paper First & Ref. 5s stamps them 
as a conservative investment issue. The 
figures given for current assets and cur- 
rent liabilities at the close of 1921 do not 
reflect the working eapital condition of 
the company at the present time, for the 
reason that $12,500,000 of the 5% bonds 
were issued early this year. The proceeds 
from the sale of these bonds were to be 
applied to the reduction of current debt 
so that if a balance sheet was available 
at the present time a very strong cash 
position would undoubtedly be indicated. 
The figure given for net tangible assets 
behind outstanding bonds has been ad- 
justed to allow for the sale of the new 
bonds and does not take into account 
such items as good-will, patents, etc. The 
figure shows clearly the large equities be- 
hind the bonds, and in this respect it is 
important to note that the full authorized 
amount has been issued. 


International Paper Co. is one of the 








Title of bond 
Due date 
Date of issue 
Interest rate 


Jan. 1, 193 
Jan. 1, 1919 


Authorized 

Outstanding 

Callable 

Prior liens 

Capital stock—preferred 
Capital stock—common 


Balance sheet—Dec. 31, 1921: 


Current assets 
Current liabilities 


$6,758,571 


Working capital $5,314,012 
Total net tangible oon (odj'a)$19, ae. 386 
Equivalent per $1,000 2,060 

Earnings (before dep'n a saine : 

Year 1921 (def.) $1,101,457 
5-year average, 1916-1920 $2,226,238 
Present bond int. requirement.. 557,580 
Times earned—5-year average. .. 4.00 
Principal product 


Price Range: 


Present price 
Yield to maturity 





FACTS ABOUT “PAPER” BONDS 


Amer. Writing 
Paper Co. 


First Mortgage 
9 


% 
, ae 2% Paid by Co. 2% 
12, — 000 


Writ. & B. Papers 


Union Bag & 

Paper Corp. 

First Mortgage 

May 1, 1942 

May 1, 1922 
o 


5% 6% 
Paid by Co. 2% Paid by Co. 
$15,000,000 

6,500,000 

105-1004 
$130,000 


$14,977,850 


International 
Paper Co. 
First & 7% ortenge 
Jan. 
Jan. r 117 


$20, 000,000 
19,396,000 

102% 
$275,000 
$24,889,288 
19,905,104 
$5,447,453 
3,838,748 
$1,608,705 
$22,663,892 
3,485 


$35,258,104 
18,962,439 


$16,295,665 
$86,715,572 
4,470 


$1,113,519 
11,400,509 
969.800 
11.75 


Newsprint 


$797,192 
3,192,822 
390,000 
8.18 


Bags & Spec'lties 


91% 101 
80 96% 
87 


98 
6.00% 6.15% 
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largest producers of newsprint. Recent 
announcements have been made that its 
plants are operating at full capacity and 
an advance of $5 per ton lias lately been 
made in the price of its product. As the 
company is said to be now producing 
about 1,100 tons of newsprint daily, the 
significance of this advance is apparent. 

The company has large earning power, 
sufficient to cover bond interest by a wide 
margin and the asset values behind the 
bonds are unusually high. The 6% pre- 
ferred stock is currently quoted at about 
75 and the common at about 55, at which 
price there is an indicated equity of near- 
ly $30,000,000 over and above the out- 
standing bonds. The bonds are issued in 
two series, “A” and “B,” the only differ- 
ence being a convertible feature of the 
“A” bonds into preferred stock, which 
expired last July, so that the two series 
are identical at tle present. 

At their price of about 87 the bonds 
are only 7 points above their low of 80 
and as most issues Have recovered, on 
the average, from ten to twenty points 
from their 1921 low prices, it would seem 
that this issue is quite “out of line.” The 
bond measures up with the best of the 
industrials now available on a 6% or 
better basis. 


A Sound Bond 


Union Bag & Paper Corp. is, in effect, 
a reorganization of a former company of 
the same name, which got into some dif- 
ficulties on account of too high a capi- 
talization. The reorganization scaled 
down the capitalization and placed the 
company on a conservative basis. Since 
the reorganization it has met with con- 
siderable success and has paid substan- 
tial dividends on its capital stock. 

The 6% bonds are secured by a first 
mortgage on all the company’s proper- 
ties, subject to a nominal subsidiary com- 
pany mortgage of $130,000, and addi- 
tionally by pledge of $4,879,000 out of a 
total of $7,899,900 capital st ck of the 
St. Maurice Paper Co., Ltd. which is 
now paying 6% dividends. 

As in the case of International Paper, 
Union Bag issued its bonds subsequent 
to the close of 1921, so that the figures 
given in the table for working capital do 
not reflect the present condition which 
must now be much stronger than at De- 
cember 31, 1921. The figure given for 
the net tangible assets has been adjusted 
to give consideration to the issuance of 
the 6% bonds. 

The company has been operating at 
100% of capacity since last July and in 
line with the recovery in general busi- 
ness is experiencing a good demand for 
its products. The 6% First Mortgage 
bonds appear attractive at present levels, 
but in several respects they do not mea- 
sure up quite as well as the International 
Paper 5s. 

In the first place, both the equities and 
earning power behind the International 
Paper 5s are somewhat higher. Second- 
ly, the demand for International’s princi- 
pal product, newsprint, is likely to be 
more constant than the demand for pa- 

(Please turn to page 173) 
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Present Position of Bonds 


Influence of Higher Money Rates—Where Money Should 
Be Invested During This Period—Individual Cases 


S indicated by the line showing the 

trend of bonds in the attached 

chart (40 Bonds), bonds on No- 
vember 15 showed an average price for 
the forty representative issues of 79. 
This compares with a high of 82% 
reached at the beginning of September. 
Examining this line again, it will be seen 
that this group of bonds has not sold at 
so low an average as 79 since the middle 
of last April. In other words, the bond 
market has lost all its gain of the past 
seven months. It still retains, however, 
half its gain made since the beginning of 
the year and three quarters of its gain 
since the start of the upward advance 
in bonds a year ago last June. It is still, 
therefore, in an attractive position for 
those who desire to take profits but is not 
in an attractive position, so far as high- 
grade bonds are concerned, for those 
who wish to invest at the present time. 


The average yield on gilt-edge bonds 
is now about 434%, compared with 444% 
a few months ago. Though these bonds 
have fallen somewhat in price they do 
not appear to have fallen sufficiently, in 
view of the change in money market con- 
ditions to which these bonds are par- 
ticularly susceptible. Time money, for 
example, is now 5%, which is in excess 
of the yield obtainable at present prices 
of high-grade issues. In order to sell in 
line with money rates, these issues would 
have to sell at a price to yield something 
similar to that returnable from time 
loans. Unless money rates should ease 
perceptibly in the near future, therefore, 


it is difficult to see anything very attrac- 
tive about current yields on these issues, 
if bought at these prices. 

The position of second-grade and spec- 
ulative bonds is somewhat different as 
the average yield of these issues is con- 
siderably above money rates. It is true, 
of course, that these issues, not being so 
well secured as the gilt-edge issues, 
should be expected to sell at a price to 
yield above the money rate. Neverthe- 
less, as a class they are more attractive 
from a profit-making viewpoint than the 
high-grade issues, becatise, first, they are 
still considerably out of line with money 
market conditions and, second, because 
in individual instances they have not suf- 
ficiency reflected. the sounder position 
today of the issuing companies. For 
those, therefore, who are willing to waive 
the question of fluctuations in the price 
of their bonds, some good opportunities 
for long-term investment may still be 
had among such issues. However, mar- 
ket conditions should always be a fac- 
tor in determining choice and bonds, as 
well as stocks, should be bought at the 
right time. Inasmuch as the present 
bond market is unsettled ard until it 
gives definite indication that it is ready 
to advance again, it would seem to be 
a reasonable policy to defer commitments 
in long-term issues. The investor is 
therefore confronted with the problem 
of investing at this time. This problem 
can be solved more or less satisfactorily 
by purchase of short-term well-secured 
issues yielding a fair return. 
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BOND MARKET CONTINUES TO 
DECLINE 


Average Prices Lower in Slow De- 
cline—Several Issues Show Large 
Losses 


HE bond market during the past two 
T weeks was generally reactionary 

but the speed of the decline was 
ot nearly as great as during the previous 
wo weeks, except with regard to for- 
ign issues which lost very heavily in 
arge transactions. So far as these issues 
ire concerned, it is just as well that in- 
estors continue to keep out of them as 
ecommended in the last number of THE 
\IAGAZINE OF WALL Street. Despite 
heir already large decline, particularly 
n the French issues, there is no assur- 
nce that prices will retrace their course 
n the near future. For that reason we 
hall continue to recommend that inves- 
ors eliminate foreign issues from con- 
ideration until fundamental conditions 
ibroad once more warrant purchase for 
ivestment. 


How Domestic Bonds Acted 


Among domestic issues, there were few 
tartling declines, most bonds in the va- 
ious groups losing from a fraction to 
point or thereabouts. Nevertheless, the 
niformity of. the movement was signifi- 
int, indicating the pressure on this mar- 
et. 
Comparison of yields obtainable on 
igh-grade bonds two weeks ago and 
iose currently obtainable will indicate 
iat a slightly better yield can now be 
id. Among the gilt-edge rails, the aver- 
ge yield is now 4.96% compared with 
79% two weeks ago. The high-grade in- 
istrials, as a group, were practically un- 
ianged. This was also true of the pub- 
- utility issues in this group. 
Yields on middle-grade railroad bonds 
ere advanced, on the average, to 5.53% 
om 5.46% Industrial middle-grade 
ynds were slightly lower with an aver- 
xe yield of 6.27%, comparing with the 
eld of 6.24% two weeks ago. Public 
tility middle-grade bonds were also 
smewhat lower in price with a current 
erage yield of 5.58% against 5.53%. 
Average yields on speculative rails 
‘re increased from 7.62% to 7.71%. 
veculative industrials were unchanged 
th the exception of American Cotton 
Oil 5s showing a decline of 3% points. 
Speculative’ public utilities declined with 
the largest loss in the Interborough Rapid 
Transit 5s. 
The most interesting development in 
e bond market during the past two 
weeks was the tendency of* high-grade 
nds to sell on a price closer to money 
tes than they have been doing. They 
have still some distance to go, however, 
fore they are really in line with 
anged money conditions. 
Second-grade bonds, however, are also 
a somewhat vulnerable position in 
2w of the generally reactionary charac- 
r of the bond market. There are, how- 
‘r, a number of individual issues in 
lis group that are attractive from an in- 
come viewpoint. 
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BOND BUYERS’ GUIDE 


GILT EDGE. 
(e) Railroads. 

Balt. & Ohio S. W. Div. (b) Ist ~~ mie 1925 
Ches. & Ohio (a) Genl. Mtg. 4%s, 1 
Delaware & Hudson (a) Ist & Ret. - “las 
Southern Pacific (b) Ist Ref. 4s, _ 
se Burl. & Quincy (a) — = 

Y. Central Genl. Mtg. 3%s, 
N. Y., Chic. & St. heute [st LY, 
Atlantic Coast Line (a) Ist w 
Pennsylvania (a) Genl. Mee. § 
West Shore (a) Ist Mtg. 4s 
Norfolk & Western (c) Cons. 1996 
Central R. R. of N. J. (a) Genl. Mtg. 5s, 1987 
Chic., R. I. & Pacific (a) Genl. Mtg. 4s, 1988. .......646. « 


(e) Industrials. 

Armour & Co. (a) R. E. 4%s, 1939 

General Electric (b) Deb. 5s, 1952 

International Paper (2) 5s, 1947 

Indiana Steel (a) 6s, 1952 

Liggett & Myers cm) Deb. 5s, 1951 
win Loco. fe & 1940 

National Tube 

Corn Products 

U. S. Steel (a) bs 


(el) Public Utilities. 
Duquesne L e’ b) 6s, 1949 
erican Ti el. (c) 5s, 1946 
znliede hia ce (s c) 1944 
N. elephone >, tis. 1939 
BA. Power (c) 5 9438 


Col Gas & .- 
N. Y. G., E. L.. P. (a) Ba, BEB. cccccccccccccccce 
Pac. Tel. & Tel. ta) 5s, 1937 


MIDDLE GRADE. 
(el) Railroads. 
Cleve., e.. Chic. & St. L. (a) Deb. 4%a, 1981......... cece 
Ches. & Ohio (b) Conv. 5s, 1946 
Missouri, Kansas & Texas Prior Lien 6s, 1962 
St. Louis-San Fran. (a) Prior Lien 4s, 1950 
Balt. & Ohio (b) Ist Mtg. 4s, 1 


Pere Marquette (c) Ist M 

Kansas City Southern (a) £.% nk 
Southern Pacific (b) Col. Srast S 
St. Louis Southwestern (a) —s 
Chic. & Eastern Ill, (c) Gen. 


Industrials. 

South Porto Rico Ist Mtg. . Pe6aeencosesoeeneneeees e 
Sinclair Ist Lien, Col. Tr. _ 

Wilson & Co. (a) a Agi 

Adams Express (b) 
Comp. Tab. & Recordin 
Int. Merc. y~}- } 
Lackawanna Steel Es. 1980. ° 
U. S. Rubber (c) 5s, 1 
Amer. Smelting & Refnin 
Goodyear Tire (c) 8s, 1 


(e) Public Utilities. 

Public Service Corp. of N. J. (a 
Detroit Edison (c) Ref. 5s, 194 
Brooklyn Union Gas (a) 5s, 1945 
Northern States Power () = =e. 
Brookl Edison (c) fas 
Utah Power & ey ht (a) be ‘oes 
Cumberland Tel. & Tel. (b 1987. 


SPECULATIVE. 
Railroads. 

Western Maryland (a) Ist Mtg. 
Iowa Central (a) Ist Mtg. 5s, 1 
St. Louis Southwestern (a) Cons. ies. 
St. Louis-San Francisco (a) Adj. — 
Mo., Kansas & Texas Adj. Mtg. 5 
Erie (a) Genl. Lien 4s. ~ 
Southern Railway (a) Gent tg. 4s, 
Missouri Pacific (b) Genl Meat 4s, 1975 
Carolina, Clinch. & Ohio (c) Ist Mtg. Sa, ue 
Chic. Gt. Western (a) Ist 4s, 1959 
Int. & Gt. Northern Adj. 6s, 


Industrials. 
Chile Co b) 6s, 
Va.-Cai ~ eS. 008 (c) 7 
American Writing Paper (a) 
Se Se Get Don connccboceceneeesteeee 
Cuba Cane Sugar (c) 7s, 1980 


Public Utilities. 
Hudson & Manhattan ( 
Intr. Rapid Transit tas *. 
Third Avenue (b) Ref; Ay. 
Va. Railway & Power “e) 5s, err 


(b) Lowest denomination, $500. 


Lowest denomination, $-e0e. 
(ec) Lowest denomination, $100. 


Lowest denomination, $1,000. 
(x) This issue was created on May ' 1921. 


This represents number of times interest o 
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. based on actual earnings of last five years. interest on this issue was fully covered. 
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Railroads 


Southern Pacific's Massive Problems 


The Earnings Situation—Rate Case and Dis- 
solution Decision Put Damper on Outlook 


ESPITE many handicaps, Southern 
Pacific will undoubtedly complete a 
satisfactory year. The majority of 

railroads had to contend with two serious 
problems this year, the coal strike and the 
shopmen’s strike. Southern Pacific has 
had to contend with three, the two strikes 
and Panama Canal competition. 

Since April Ist, the road has reported 
monthly net operating income consider- 
ably in excess of each corresponding 
month of 1921, with the e ception of 
August, when unusually large expenses 
were incurred as a result of the shop- 
men’s strike. For the first nine months 
of this year, net operating income totaled 
31.3 million dollars, compared with 27.3 
millions for the corresponding period of 
1921, an increase of over 14%. This ex- 
cellent showing was accomplished de- 
spite a decrease of 12 millions in gross 
revenues for the nine months period. Net 
operating income of 5.8 millions in Sep- 
tember was the best showing for this 
month in the history of the road. 


Probable Earnings for the Year 


As previously stated, this 
showing was made despite many serious 
handicaps. From April Ist to about Sep- 
tember Ist the coa! strike interfered with 
normal operations, and from July Ist to 
September 30th heavy additional expenses 
were incurred as a result of the shop- 
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celebrated Lucin Cut-off across the Great Salt 
Lake on the Southern Pacific Ogden Route 


By ARTHUR J. NEUMARK 


men’s strike. These strikes cost Southern 
Pacific several million dollars. 

With these two factors a thing of the 
past, and volume of traffic probably at 
the peak last month, there is every reason 
to believe that Southern Pacific will re- 
port net earnings of at least 7 millions 
for the month of October, and probably 
another 7 millions from operations in the 
two remaining months. This would bring 
net operating income for the year above 
45 millions. Making full allowance for 
other income (as described below) and 
fixed charges, Southern Pacific’s balance 
for the year would be close to $9 a share 
on the outstanding stock. 


Other Income 


Southern Pacific’s income from securi- 
ties of controlled and affiliated companies 
will undergo a considerable change this 
year. The valuable California oil proper- 
ties were sold for approximately 43.7 
millions in the latter part of 1921. In- 
come from these properties totaled 7 
million dollars last year, or the equiva- 
lent of about $2 a share on the capital 
stock. The road no longer has this source 
of income. The proceeds from the sale 
were not placed in investment securities 
as had been anticipated, but were used 
to provide additional railway facilities, 


such as additions and improvements to 


property and acquisition of new equip 
ment. It is not likely that the road’s othe: 
income this year will amount to mor 
than 9 millions, compared with 14: 
million dollars in 1921 and 11.4 millio1 
dollars in 1920. 

Southern Pacific controls many val 
uable traction and water companies, oi 
properties in Mexico and a large numbe: 
of miscellaneous companies engaged i) 
express, lumber, coal, building, marketins 
and hotel enterprises, from which no divi 
dends have as yet been received despit 
the fact that many of these companie 
have been operating at _a_ substantia 
profit. 

One large investment in particular ha 
been very disappointing thus far, but now 
gives indications of bearing fruit. The 
writer has in mind the investment of up 
wards of 100 million dollars in the South 
ern Pacific R. R. of Mexico. This prop 
erty, consisting of over 1240 miles o! 
road, has been a dead weight for the sys 
tem to carry since 1910. In the periox 
from 1914 to the end of 1920, revolutio: 
and anarchy was rife in Mexico and con 
siderable damage was done the property) 
by rebels and bandits. Operation on a 
large percentage of the mileage had to 
be abandoned and the Southern Pacifi 
Co. filed claims for damages and accrued 
interest with the present Obregon Gov 
ernment aggregating about 16.4 millions 
The company has already received pay 
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This marvelous structure of steel which spans the Pecos 
River in Texas is one of the noted bridges of the world 
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ment of about $300,000 and an additional 
1.7 million dollars of claims has been 
favorably passed upon for payment. In 
120, 1001 miles were operated, and in 
121 1054 miles. 
Construction work is contemplated 
n the line from Tepic to Orendain, 
here Southern Pacific will link up with 
ie National Railways of Mexico. This 
; aedistance of less than 100 miles, but 
t is Over some very mountainous country 
nd the line cannot possibly be completed 
before another year. Once this connec- 
on is made Southern Pacific should be 
ble to carry on a very heavy interchange 
f traffic with the National Railways of 
Mexico, especially as international rela- 
yns between this country and its south- 
rn neighbor appear to be improving 
eadily. As Southern Pacific is the only 
\merican road entering Mexico and 
irough its connection with the National 
‘ailway system of this country will have 
through line to the heart of Mexico, the 
iture possibilities of this Mexican prop- 
rty are enormous. 


Steamship Lines and the Rate 
Question 


Morgan Steamship Line is, of 
urse, an important adjunct of the 
southern Pacific system. Through this 
ater route from New Orleans and Gal- 
ston to New York the road is able to 
irry on a large traffic. At the ports of 
New Orleans and Galveston the steam- 
ip lines connect with the railroad. The 
Morgan Line also operates a route from 
ew Orleans to Havana, Cuba. 
Prior to the World War these steam- 
lip lines were operated at a substan- 
il profit, but since its termination 
large amount of coastwise traffic has 
en lost because of an extremely unfair 
d burdensome ruling made in 1918 by 
Directing Traffic Chambers of the 
S. R. R. Administration, which has 
1g since outlived its usefulness. 
Since the Panama Canal has been in 
eration all transcontinental roads have 
ffered the loss of a large volume of 
traffic, being unable to compete with the 
ich lower rates charged on this water 
ute. Prior to 1918, Southern Pacific 
charged no higher rates on all articles 
ipped from New York over its water 
and rail route to the Pacific Coast and 
intermediate points than the “all rail” 
transcontinental roads charged from in- 
tcrior points, in what is known as the 
group “D” territory, comprising such 
tates as Indiana, Illinois and Wisconsin. 
a result of this policy, Southern Pa- 
fic was able to compete successfully for 
a considerable amount of the coastwise 
traffic. 
Shortly after the railroads were taken 
er by the Government, a ruling of the 
I. C. C. made it necessary for Southern 
Pacific to raise rates from its New York 
I 
} 


The 


rs to the coast and intermediate 

ints and vice versa. This action was 
taken because of the withdrawal of 
steamships from the Canal route to en- 
gage in the more lucrative business of 
carrying war materials and foodstuffs to 
Europe. With the elimination of this 
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competition shippers from interior points 
and from New York turned to the water- 
rail route, with the result that a heavy 
congestion of freight was created at the 
New York piers. In order to relieve this 
situation the I. C. C. ordered the road to 
increase its rate above what is known as 
the “land basis” route, that is, shipments 
across the continent. Much of this traf- 
fic was thus diverted to the other trans- 
continental roads. 

This arrangement was all very well 
while these conditions existed, but with 
the termination of the war and the con- 
sequent heavy decline in foreign trade, 
all these steamships soon returned to 
their old Panama route, and at rates far 
below those put into effect by the I. C. C. 
Naturally, Southern Pacific soon applied 
for a downward revision of its water-rail 
rates from New York piers. Competing 
transcontinental lines immediately pro- 
tested vigorously against this action and 
applied to the I. C. C for an order re- 
straining the road from putting the lower 
rates into effect. These transcontinental 
lines claim that they are competing with 


Southern Pacific for this traffic and a 
schedule of lower rates for the latter road 
would place them at a decided disadvan- 
The injustice of this claim is quite 
In 1921, of the total amount of 
shipped from coast to coast, 
Southern Pacific carried but 2,000 tons 
over its water-rail route, whereas ap 
proximately 400,000 tons were shipped via 
the Panama Canal. The transcontinen- 
tal roads as a class are losing heavily as 
a result of this competition and all South- 
ern Pacific attempted to do was to attract 
some of this business to its own lines. It 
proposed to bring back the rates existing 
before the supposedly temporary advances 
of the I. C. C. were installed. The con- 
ditions that brought about the increases 
have reverted to their former status and 
it is only proper that rates should do the 
same. As the situation exists now no 
transcontinental carrier can successfully 
compete with steamships operating 
through the Panama Canal, and Southern 
Pacific is at a disadvantage to obtain 
even its share of what little transcontinen- 
(Please turn to page 182) 
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Volume of Output Substantial, Though Slowing 
Down—Movement of Foreign Trade—Consumers’ 
Demands—Advance of Prices—Higher Cost of Credit 


USINESS during 

the month of No- 

vembér has con- 

tinued to show the same 

general characteristics of 

activity that were preva- 

lent during October. It 

has maintained its gene- 

ral upward movement and 

: stands today at probably 

») the highest total volume 

that has existed for much 

more than a year past. 

Nevertheless, there has been within the 

past week or two some indication of 

slackening or recession in certain lines 

which deserves exceptionally careful con- 

sideration from those who are seeking to 

form an opinion concerning the probable 

course of events for the remainder of 
this year. 


Volume of Output Substantial 


There are many factors in the existing 
business situation which show a substan- 
tial and satisfactory volume of output. 
Unfilled orders of the U. S. Steel Corpo- 
ration continue large, although, as indi- 
cated by the graph, they are not growing 
as they have been. Steel trade authori- 
ties are somewhat disappointed at the 
failure of their business to expand as it 
had been expected to do, as well as at the 
fact that prices are lower than a good 
many observers had believed they would 
be. They have not, in fact, been able to 
maintain themselves at the highest levels 
in all classes of goods, that have been 
fixed during the early days of the busi- 
ness expansion. 

This situation is reflected in some other 
lines. Apparently some evidence exists 
that there has been overbuilding, and in 
some parts of the country a slackening 
of construction is now in sight, due to 
the belief that we have fairly well caught 
up with previously existing demand. This 
is as might have been expected, and 
would not necessarily indicate any easing 
off of production, inasmuch as it might 
merely mean that the very exceptionally 
high activity of the past season had 
come to an end but was to be succeeded 
by normally good business. However, 
there is indication in other lines that the 
growth of business is not quite as exten- 
sive as heretofore. Carloadings have un- 
doubtedly reached the peak with more 
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than 1,000,000 per week and bituminous 
coal output is probably. near maximum, 
with over 10,900,000 tons per week. Of 
course, this means that about the best 
that can be expected for the rest of the 
year is a maintenance of these figures, or 
something like them, so that at present 
business appears to have gone about to 
the limit that can be expected. 


Movement of Foreign Trade 


In the foreign trade the same situation 
is likewise to be observed. For Septem- 
ber our export surplus was $85,000,000, 
and for October the situation will be very 
similar. What this means in relation to 
recent figures can be inferred from the 
accompanying graph. With the high 
tariff and what, with our refusal to 
finance foreign countries more exten- 
sively, we have tended to cut off both 
imports and exports while, of course, a 
lessening of the one eventually means a 
lessening of the other in any case. 

It would appear then that a severe blow 
has been struck at foreign trade by the 
legislation of Congress, just at a time 
when the foreign trade is needed in order 
to take up the slack in productive power, 
and make sure that such power is fully 
employed in producing goods whose sur- 
plus is shipped to foreign markets. As 
the exports and imports of the United 
States approach a semi-permanent condi- 
tion of equilibrium, the bearing of these 
foreign trade figures upon the general 
welfare of the country assumes an ex- 
ceptional importance, which it has not 
possessed in the past years of very high 
export surplus. We are approaching the 
condition which has been demanded by 
various statements in which we cut our- 
selves off largely or entirely from Europe 
and undertake to get along without re- 
liance upon European demand for our 
goods, and without ourselves purchasing 
to any important extent of European 
goods for home consumption. 


Consumers’ Demands 


In distinction to the slight check on 
manufacturing and staple goods demand 
already noted and in equally great con- 
trast to the real depression of foreign 
trade, the activity of retail and wholesale 
trade stands out strikingly. Compiled 
figures showing the results of business 
during October at some 500 representa- 


tive department stores throughout th 
country, reveal the fact that there ha 
been a 5 to 10% increase in the volum 
of such sales as compared with a year 
ago. This great increase is noteworth 
in itself but is exceptionally significant 
when we note that it is accompanied by 
or perhaps follows on the heels of a great 
reduction in shelf stocks in the stores. 

This means that the demand of the con- 
sumer is at last at work, decisively reduc 
ing the amount on hand in the establisl 
ments of retailers. The effect of this is 
seen in the much stronger demands mad 
by retailers on wholesalers and jobbers, 
the result being to bring sharper demand 
to bear upon manufacturers of consum- 
able goods. This is reflected in th 
circumstance that the New England tex 
tile trade is now “booked up” for some 
three months in advance. In the accon 
panying graph, showing movement < 
retail trade at chain stores and elsewhere, 
the strength of demand is very clearly 
reflected and constitutes a hopeful sign 
for autumn business. 


Advance of Prices 


It is regrettable that along with this 
situation there should go a contemporar 
advance of prices which is represented by 
an increase in Bradstreet’s latest index of 
several points, while American and 
British prices compiled by the Federal 
Reserve Bank of New York and dia- 
grammed herewith, show an increasing 
tendency on the part of American prices 
to advance in contrast to British. Th 
unfortunate thing about this situation is 
the fact that, although one or two staples, 
notably cotton and wheat, have shown 
considerable buoyancy, they have not ad- 
vanced, nor have agricultural products at 
large advanced, in a degree comparable 
with manufactured products. On _ the 
contrary, they have lagged behind the 
latter in a notable degree, with the result 
that the farmer’s purchasing power has 
been very greatly restricted. Further dis- 
location of prices of this sort would 
necessarily mean that there would be no 
growth in the demand for products at 
retail, but that the apparently increasing 
volume of business would be cut off or, 
at all events, slowed down in an important 
extent. This may be a pessimistic fore- 
cast, and thus far there is only secondary 


(Please turn to page 173) 
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Stock Values and Inheritance Taxes 


PART ONE 


Advantage of Listed Over Unlisted Securities 
in Determining Value for Tax Purposes 


By CHARLES B. COUCHMAN, C.P.A. 


HEREVER the capital stock of 
corporations forms a part of the 
estate of a decedent, the valua- 
tion of this stock for taxation purposes 
becomes of vital interest to the bene- 
ficiaries. Such stock is subject to taxa- 
tion not only by the Federal Estate tax, 
but also by the particular State taxes 
which may chance to apply, whether they 
be known as Inheritance taxes, Transfer 
taxes, or by any other name. 
The taxpayer has been encompassed in 
recent years by so many taxes of vary- 
ing classes and degrees that he 


the one who inherits property other than 
cash, unless such property is considered 
as being worth more to him than its cash 
market value; that is, more than any one 
else would pay for it in cash. We will 
give further consideration later to this 
phase of the subject. 

It seems to be the purpose of all in- 
heritance laws in this country to assess 
the tax upon a fair market value for the 
net assets; that is, upon the cash equiva- 
lent of the assets inherited so far as that 
may be determined. Article 14 of the 


law intend to penalize the recipient -of 
stock which is not actively dealt in, and 
compel him to pay a greater tax than 
would have resulted had the same stock 
had a well determined market price upon 
an exchange? 

If the answer to this query is “Yes,” 
then the taxpayers should be given the 
privilege of knowing why such penaliza- 
tion is intended. 

If the answer is “No,” then it woul 
seem that any method resulting in 
higher valuation for stocks coming under 
the second group than would have 
resulted had that stock been ac- 





has paid little attention to this 
group. The rate has seemed so 


small as compared to the Income T 


tax group, that the humble tax- 
payer has seldom questioned the 
findings of the assessment, but 
has taken it for granted that the 
amount must be paid. He may 
have grumbled, but he paid it. 
The amount of this tax, however, 
when securities form an impor- 
tant part of the estate, depends 
upon the valuation fixed upon 
these securities by the taxing 
powers. The methods of fixing 
such valuation are of great im- 
portance to the business world, 





HOUGH this article contains direct signifi- 
cance to those who may inherit property 
in the form of securities and to those who 
are professionally interested in this phase of 
finance, it has a larger general meaning for the 
entire body of the investing community and as 
such is recommended for the careful scrutiny the 
of all investors who are desirous of gaining a 
clear understanding of the fundamentals which 
constitute security values. 
article, of which this is the first section, in addi- 
tion to other important duties, is auditor for 
one of the largest companies listed on the New 
York Stock Exchange and is eminently qualified 
to discuss this subject. 


The author of this 


tively dealt in upon an estab- 
lished market, is contrary to the 
intent of the law and is a viola- 
tion of justice. 


Market Value 


With regard to the first group, 
Federal Estate Tax regula- 
tions fur capital stock so acquire 
which has a well established mar- 
ket price, such price may give 

proper basis for the valuation of 
the stock for taxation. Even in 
this, however, many things must 
be considered which may _ in- 
fluence the stock’s value. To il- 
lustrate. If the decedent wi 








and it is the purpose of this ar- 
ticle to give consideration to 
these methods from the standpoint of 
whether or not they give effect to the 
intent of such laws. There are two very 
interesting queries, on the answer to 
which the correctness of these methods 
depends. 


Two Queries 


The first of these queries is “Does the 
law intend that a beneficiary who receives 
property other than cash shall be taxed 
a greater amount than he would have 
been had the property been converted 
into cash on the date of the decedent’s 
death, and he received the proceeds?” 

The word “value” is a broad word and 
it is a reasonable question as to whether 
or not the law contemplated a “cash 
equivalent” value as the basis for this 
tax, or whether some other type of value 
was intended. If the latter, then it is de- 
sirable that such value be fully inter- 
preted as a guide for the payer of such 
taxes as well as for the legal determinor 
of the amount to be paid. 

If the answer to the first query is 
“No,” then any method which fixes for 
purposes of taxation a value greater than 
the cash market value is contrary to the 
intent of the law. 

If the answer to the query is “Yes,” 
then it is equivalent to penalization of 
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regulations applying to the Federal Estate 
Tax says, “the value to be ascertained 
is the market or sale value of the prop- 
erty.” It does not appear to be the in- 
tention of any such law to require one 
to pay a tax upon an amount greater 
than would be required to purchase in 
the open market the assets so received. 
It there is such intention, there is evi- 
dently a penalization upon one who in- 
herits other property as against one who 
inherits cash. If there is no such inten- 
tion of penalization, then it must be the 
intention of the law that property other 
than cash must be valued at an amount 
not to exceed the amount of cash re- 
quired to purchase it in the open market. 

All stock naturally divides into two 
classes under these laws, and the regula- 
tions in most cases have given effect to 
this division: First, those stocks which 
have a readily determined cash market 
price through being actively dealt in upon 
some established exchange; second, those 
whose market value has not been so de- 
termined as at the date of the death of 
the decedent. 

With regard to these classes comes the 
second query, which is like unto the first. 
“Is it the intent of the law to favor either 
of the above classes of stock over the 
other class?” In other words, does the 


THE 


himself the vital spirit of th 
management of the organization whose 
stock is being considered, it is entirely pos- 
sible that his death might have a marked 
effect upon the real value of the stock 
of any one else. The market value of 
stock often contains an element of confi 
dence in the management based upon pa 
performances. 3ut if this management 
changes in personnel to any degree, that 
element will be eliminated and the stock 
will usually drop a certain amount until 
the new personnel establish for them- 
selves and for their policies a similar 
confidence. 

With regard to the second group, that 
is the capital stock securities which are 
not listed on a stock exchange or whic 
have not been dealt in with sufficient ac- 
tivity to establish beyond question a mat 
ket price, a number of elements must be 
considered. If one consults the various 
decisions of the courts, there seems t 
be all the way along the ultimate desire 
to obtain an accurate substitute for th 
market value which has been determined 
for the first class of stock; but one finds 
very little uniformity of method. Th 
majority of rulings, as well as the ma- 
jority of departmental regulations, have 
attempted to base the valuation upon two 
fundamentals. First, the book value of 

(Please turn to page 168) 
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Industrials 


Goodyear and Goodrich Compared 


What Depression in the Tire Industry 
Has Done to Both Companies—Are 
Securities Again Attractive? 


Their 


By JOHN MORROW 


has beet. gaining ground, both in 

the East and in the Middle West, 
that tire prices have seen their lows and 
that the outlook favors some increase be- 
fore many months elapse. It is a matter 
of record that the leading tire manufac- 
turing companies have been doing busi- 
ness on a small margin of profit during 
the past several months, although volume 
of production has been relatively sat:sfac- 
tory. Successive cuts in tire prices dur- 
ing the past year have eaten into the 
profit margin, but it now seems quite pos- 
sible that the trend will be reversed and 
will be more in sympathy with the course 
of many other manufactured articles. 

Since the middle of the Summer, wages 
in the tire industry have been advanced, 
and during the past two months the price 
of cotton has risen some $30 a bale. As 
is well known, the tire manufacturers are 
big buyers of cotton fabric, as this is an 
important raw material in the making of 
tires. 

Crude rubber began to recover from its 
slump during the past Summer and the 
market for the commodity is stronger, 
although observers do not look for a sus- 
tained upward movement in the near 
future. In any event, it would seem as if 
the tire companies were in a_ position 
where, on account of rising costs, they 
would soon be forced, or at least justi- 
fied, in making some upward adjustment 
of their price schedules. 

Because the tire industry has been more 
or less on the ragged edge so far as net 
profits are concerned, the tire stocks have 
not followed to full degree the broad up- 
ward move of the stock market. In view 
of the fact, however, that the outlook for 
1923 seems to be more promising and 
seems to point to a larger margin of 
profit on business done, the position of 
the tire companies is of interest and two 
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which stand forth among 
the leaders are the B. F. 
Goodrich Company and the 
Goodyear Tire & Rubber 
Co. The main plants of 
both of these companies 
are located in Akron, Ohio, 
and naturally they are com- 
petitors both in the. manu- 
facture of tires and in the 
manufacture of mechanical 
rubber goods. 


82,100 ,O0O 


How They Compare 


Both companies suffered 
severely during the depres- 
sion following the war 
boom and the subsequent 
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DEBT 
GOODY EAR 
$56,000,000 


GOODRICH 
$20, 000,000 


INTEREST 
CHARGES 
GOODYEAR. 
$4,480,000 
GOODRICH 
$1,300,000 


$6,800,000 


86, 600, 000—— 
DEFICIT $5,400,000 


70,900,000 


Gecericit 18,900, 000= 
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business “joy ride.” In 

fact, the plight of Goodyear was such 
that a complete financial reorganization 
was necessary, and the company started 
out afresh with a revamped capitalization 
something more than a year ago. 

The accompanying table will show in a 
comparative way the respective capitali- 
zations of the Goodyear and Goodrich 
companies. It is easily to be noted that 
Goodyear has, by far, the larger out- 
standing funded debt and share capitali- 
zation. The interest charges on the 
Goodyear debt, excluding sinking fund 
requirements, are in the neighborhood of 
4.5 million, while Goodrich has to meet 
interest charges of 1.3 millions. Including 
dividend requirements in the two issues 
of Goodyear preferred stocks, claims 
upon earnings prior to those of the com- 
mon stock amount to between 11 and 12 
million dollars annually, while Goodrich 
common is subject to approximately 4 
millions prior deductions. Goodyear has 
a larger tire capacity than Goodrich, the 
plants of the former having a capacity of 
35,000 tires daily at the Akron factory 
alone. 








GOODYEAR 

Interest charges 
Required for dividends 
GOODRICH 


Interest charges 
Required for dividends 


. $56,000,000 
4,480,000 








CAPITALIZATION OF GOODYEAR & GOODRICH 
Funded Debt 


Common Shares 
886,000 (no par) 


Preferred Stocks 
$94,981,000 
{ 29,902,000 8%, 
65,079,000 7% 
000 


37,224,000 7% 





Exact figures are not available, but 
has been estimated that the annual tire 
capacity of Goodyear is close to 11 millic 
tires, with the capacity of Goodrich pe: 
haps 9 million. During the ‘first si 
months of the current year it was r 
ported that Goodyear was producing b 
tween. 25 and 28 thousand tires dail 
with Goodrich production running about 
15 thousand tires. 

Goodyear has been doing a substantial 
part of the Ford business, while Gooi- 
rich has little or none of that busines 
It is claimed by some that there- is little 
profit in making tires for the Ford cars, 
but the advantage-in Ford contracts lics 
in the fact tLiut overhead expenses a 
reduced through the high rate of opera- 
tions maintained when working on suc! 
business. This question of profit may 
open to debate, but it is a statement fre- 
quently made and is here presented for 
what it may be worth. 

During the first half of the year, tl 
tire business was more active and on ; 
more profitable basis than during the 
second half, and in the first half of 19 
Goodyear showed a balance of about 
million dollars after allowing for interest 
and sinking fund charges. This wou 
indicate that the company is more than 
covering the 8% dividend upon the 3 
million dollars outstanding 8% pri 
preference stock. Goodrich earnings f 
the first half of the year, or for ai 
other period of 1922, are not availab’e, 
but it has been unofficially reported tha 
during the first six months the company 








just about covered dividend requirement 
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the 37 million dollars 7% preferred 
k. 
efore reorganization, Goodyear had 
funded debt outstanding and a share 
talization which consisted of about 
million dollars, including both com- 
and preferred stocks. In the present 
talization, bonds and preferred ahead 
the 886 thousand shares of common 
roximate 151 million dollars. If any 
icism is to be advanced against the 
dyear pvlicy during the business 
m, it tnust be in the direction of over 
ansion. Apparently the company had 
|.nned to own and control all sources 
raw materials, including the growing 
otton and of crude rubber. Then too, 
ost ambitious program of foreign ex- 
sion was laid out. On top of this 
e the slump in business which caught 
company with heavy inventories and 
vy bank loans. 
he plight of Goodyear is not men- 
ed with th. idea of criticism, for th 
yrtunate experience of the boom is a 
ter of history. The readjustment and 
rganization period, however, serves as 
ickground in adjusting the viewpoint 
current position. After five years of 
idy increases in the volume of business 
net profits, Goodyear was hit by the 
ression and a profit and loss surplus 

1919 of 33 million dollars was turned 

a deficit of over 15 million dollars 
October, 1920. Loans of one kind and 
ther and acceptances payable, totaled 
million dollars and there was less than 
million dollars cash on hand. Financial 
ijustment and reorganization were im- 
tive, and early in 1921 the reorgan- 

corporation came into existence. 
There was no drastic action in the 
ganization, and the merchandise 
litors took preferred stock in the new 
mpany for their obligations. The lat- 
st balance sheet of Goodyear is as of 
30, 1922, and showed current assets 
ver 65 million dollars and current 
ities of less than 12 million dollars, 
a profit and loss surplus of between 
16 million dollars. At the end of the 
half of 1922 inventory account 
ed approximately 32 million dollars, 
ibout 10 million dollars under the 
This is not a substantial reduction 
| might indicate that the company this 
has been still burdened by high cost 
rials, and this is confirmed by the 
al statement that at the end of June 
management had almost completed 
absorption of high cost materials. 
ever, the latest balance sheet re- 
od a fully solvent company—one that 
more than earning fixed charges, 
apparently emerging well from the 
rgle to clear the books of high cost 
, and this in a declining market for 
finished goods. 

Now for a look at Goodrich. Earnings 
of the company started to climb in 1915 
and reached peak in 1919. Then the fall. 
Several changes took place in the capital 
Structure. For example, goodwill ac- 
count had been carried at about 58 mil- 
lion dollars, but during the fiscal year 
1920 this accuunt disappeared from the 
books, and during the same year par 
value of the 60 million dollars common 
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stock, which had been $100, was elimi- 
nated entirely, and instead of carrying the 
common at 60 million dollars on the lia- 
bility side of the balance sheet, it was 
carried at $2,314,000 after the no par 
value shares had been created. 

In other w rds, the action of Goodrich 
emphasized the fact that the value of the 
common had depended entirely upon 
earning power and not upon tangible 
assets, and in reality the change in the 
par value of the common and the elimi- 
nation of the goodwill account serves per- 
haps to give a truer picture of the com- 
pany’s position. Along these lines it is 
interesting to note that Goodyear, before 
readjustment, carried patents and good- 
will at $1. This account now stands at 
12.5 millions. 

Goodrich also found it necessary to do 
some financing during the boom period in 
order to take care of expanding business. 
The financing was done through the 
medium of short-term notes which, in 
1921 totaled 30 million dollars, carrying 
7% interest. However, this year the 
Goodrich management took advantage of 


the war prosperity, while it benefited 
shareholders temporarily, left scars and 
did not fundamentally strengthen the 
position of the corporations. Both were 
impaired—Goodyear more so than Good- 
rich, because the latter was able to pull 
through witlout reorganization. Both 
have larger capitalization than before the 
war, due to the necessity for creating 
bonds issues, although it might have been 
that had there been no war, rapid growth 
in the tire industry would have necessi- 
tated some expansion calling for addi- 
tional funds, but at that, the war greatly 
accelerated their industry. 
With the heavier charges 
share participation in profits, it is ob- 
vious that Goodyear must do a much 
larger business than Goodrich to show 
substantial surpluses for stock. Good- 
year did not pass Goodrich in the 
volume of business done until 1919. For 
example, if Goodrich did a gross business 
of 25 million dollars on a 15% margin of 
profit before depreciation, the company 
could show a decent surplus for common 
shares, but Goodyear could not, on that 


prior to 








1916 1917 
$103,558 


87,155 


NET SALES: 


Goodrich 


10,707 
10,544 


$4.25 
14.50 


12% 
/o 4% 


Goodyear 





* Deficits, last three 000 omitted. 


EARNINGS RECORD OF GOODRICH & GOODYEAR 
(In Thousands of Dollars) 


t On present capital. 
In 1919 and 1920 Goodrich net income does not include Federal taxes of $8,500,000 in all. 


1920 1921 


$188,866 $82,195 
150,007 86,687 


1919 


$158,258 
141,343 


1918 


$122,675 
123,470 


*5,481 
*18,983 


*2,046 
2,711 


15,330 
17,304 


9,252 
17,189 


$2.60 
25.67 


$9.51 


25.10 $0.04 


12% 84% 
4% 6% 


t Actual on old capital. 


12% 
4% 


t 
$1.50 

















easier money conditions, redeemed the 
7% notes, and issued 20 million dollars 
first mortgage 61%4% bonds due 1947. In 
short, the company replaced short-term 
obligations with a long-term bond and 
at the same time materially reduced ob- 
ligatory interest charges. At the end of 
1919 Goodrich had a profit and loss 
surplus of 41 million dollars. At the end 
of 1921 this was 10 million dollars and 
would not have been that total had not 
10 million dollars been passed to the 
credit of surplus in an account called 
“Reserve for approximate losses on raw 
materials for future delivery.” 

It is known that Goodrich suffered the 
heaviest losses through commitments for 
a cotton fabric. At the beginning of the 
year the company was supposed to have 
contracts for almost the whole year’s re- 
quirements, and it is quite probable that 
these contracts were entered into on a 
relatively high priced basis. Crude rub- 
ber supplies were comparatively small. 
An indication of the company’s easier 
financial position is the fact that it was 
necessary to sell only 20 million dollars 
new bonds, whereas 30 million dollars 
notes were retired. 

Summing up the position of Goodyear 
and Goodrick, it is rather obvious that 


same basis. Goodyear will probably do 
over 100 million dollars gross business 
this year. Goodrich volume is unknown 
at the present time, as are margin profits 
of both companies, but they were around 
15% in former and more normal years. 

The two bond issues of Goodyear—the 
first mortgage 8s of 1941, and the ten- 
year Debentures of 1931, both deserve a 
fair to good investment rating, with the 
first mortgage 8s naturally taking prefer- 
ence, 

Goodyear prior preference 8% ac- 
cumulative stock has speculative possi- 
bilities. It is true that no dividends 
have yet been paid, but the chances 
favor the establishment of earning 
power large enough for that purpose. 
The position of the 7% cumulative 
preferred is somewhat uncertain, and 
the common is an outright speculation. 

Goodrich first mortgage 614% bonds 
should establish for themselves a good 
investment rating. If promise for 1923 
develops into performance there need 
be no further concern over the safety 
of the 7% dividend upon the preferred. 
The stock under 90 appears attractive 
from a speculative investment view- 
point. The common is still in the twi- 
light zone. 
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Which Is the Best $10 Stock? 


Results of a Search for Profit-Making Opportunities 


Note: This is the tenth of a series 
showing the best stocks in each dividend- 
paying group. In this issue, the best 
stocks paying $10 dividends are discussed. 


HERE are not many stocks listed 

on the New York Stock Exchange 

with a dividend rate of $10 per 
share per annum, so that the selection 
is rather limited. In the accompanying 
table four stocks are given, however, 
which are well worth the attention of the 
investor or speculator. All four com- 
panies, Fisher Body, Studebaker, Cana- 
dian Pacific and Union Pacific, are in 
very strong: financial condition, have a 
good record and appear to be facing a 
promising future. These stocks have all 








175 30 


UNION PACIF 
MEARNED 
@ DIVIDENDS PAID 


a 
S 


PRICE RANGE 
DAN 


— 
La 
as 


=> 
o 
<o 
. 
“”“ 
al 
aw 
Qa 
~~ 
e 
ak 
a 
Al 
[=) 
< 
wa 
c 
= 
a 
ee) 
c 
_— 
2 
a 
< 
we 


100 19134 5 ‘16 17 18 19 20 21 ‘22 


Way # THREE MONTHS ESTIMATED 




















participated to a very large degree in the 
upward move registered by the stock 
market in the current year and although 
they have declined considerably from the 
high prices reached this year they are 
still from 20 to 80 points above the 1922 
lows. With the stock market unsettled, 
however, it is inadvisable to purchase at 
present levels, despite the attractive long- 
pull possibilities, for when there is a liqui- 
dating market the good stocks go down 
with the bad. It is well to bear these 
stocks in mind, however, for the time 


By FRED L. KURR 


when securities are again in a favorable 
position. 

The writer's selection of the $10 divi- 
dend-payers is Union Pacific from an in- 
vestment standpoint and Studebaker as 
the most attractive speculative issue. 
Fisher Body and Canadian Pacific are not 
quite as attractive as the others. 

Fisher Body Corporation is controlled 
by General Motors, the latter purchas- 
ing 300,000 shares at $92 a share in 1919. 
An agreement was entered into at that 
time by which General Motors agreed to 
purchase all its automobile bodies from 
Fisher Body up to the capacity of the 
company at a price of cost, plus 17.6%. 
The demand for automobile bodies has 
shown a remarkable growth, ‘due largely 
to the increased popularity of the closed 
car. Fisher Body is getting a big slice 
of the business and 1922 will be its rec- 
ord with earnings estimated between 15 
and 20%. The outlook is highly encour- 
aging for a continued expansion of its 
business. 

Canadian Pacific, it is true, has only 
been able to report its dividend earned 
with a small margin to spare in the past 
several years because of increased operat- 
ing expenses. However, the outlook for 
a steady expansion in the road’s business 
is excellent in view of the development 
possibilities of the Canadian Northwest 
and its large land holdings which are in- 
creasing in value from year to year. An 
optimistic view of the future of the stock 
would appear to be entirely warranted 
from a long-range viewpoint but pur- 
chase is not advised until market condi- 
tions improve. 


Union Pacific 


Under THe MacGaziIne oF WALL 
Street’s rating system Union Pacific is 
entitled to 29 points out of a possible 30. 
The outstanding favorable factor is its 
unusually strong financial position. As 
of December 31, 1921, Union Pacific had 
41 million in cash, demand loans and Gov- 
ernment securities on hand. In addition, 
investment in other railroad companies 
totaled 190 millions. Income from in- 
vestments form about one-fourth of the 
total income of Union Pacific and this 
item in 1921 amounted to over 13 mil- 
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lions. The outlook is very encouraging; 
for increased income from this source 
Union Pacific holds $4,420,600 par valu: 
of Chicago & Northwestern common 
stock and $21,000,000 of New York Cen 
tral common. Both these stocks are now 
paying 5% and larger dividends are antic 
ipated in the future. New York Central 
particularly, has been reporting earning 
largely in excess of dividend require 
ments and is in a position to increas: 
disbursements to stockholders at any 
time. 

The coal and shopmen’s strikes ad 
versely affected earnings in August and 
September but in the last three months 
of the year good returns are anticipated 
and for the full 1922 year Union Pacific 
should show its 10% dividend earned 
with a small margin to spare. This show 
ing is really better than appears on the 
face of it as the road was very liberal! 
in the matter of maintenance. 

For the past ten years Union Pacific 
has averaged about 15% per annum on 
its common stock. This is a very liberal 
margin over dividend requirements, espe 
cially in view of the strong financial con- 
dition of the company. Unless the rail 
roads are not subject to excessive Gov 
ernment regulation in the next decade 
there would appear to be no sound rea 
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Element 
(1) Character 
(2) Past Record 
(3) Future Possibilities 
(4) Management 
(5) Financial Strength... 
(6) Earning Power 


. Efficient 


Qualifications 
Necessity of modern life 
Dividends paid for 23 years 
In growing territory 


..Very high credit 
Over dividend requirements 


HOW UNION PACIFIC AND STUDEBAKER ARE RATED 
UNION PACIFIC 


Rating 

Excellent 

Excellent 
..Excellent. . 


Stron, 


Qualifications 
Important industry 
Dividends paid last 8 years re) 
Popularity of car greatly increased. ..Good 
Progressive 
in cash 


STUDEBAKER 


Excellent 
Excellent 
Excellent 






































THE BEST $10 DIVIDEND-PAYING STOCKS 








—_ 
Bonds 


$7,250,000 
None 


INDUSTRIALS: 
Fisher Body 
Studebaker 

RAILROADS: 


Canadian Pacific 
Union Pacific 


309,996,432 
380,325,530 


* No par value. 


t Years ended April 30, 


Capitalizati = Workin; 
Preferred Common Capit 

$3,470,800 *500,000 shs. $18,592,613 
9,450,000 $60,000,000 28,332,075 


18.14 
27.20 


10.80 


80,681,921 
13.69 


99,543,500 
1920, 1921 and 1922. 


260,000,000 
222,293,100 


63,205,900 
37,407,239 


-~-Earned Per Share—, 
1919 


-—-Price Range—, 
1922 


High Low 
75 
79% 


Present 
Price 
160 
122 


Yield 


6.2% 
8.2% 


1920 61921 
78.99 111.88 153 

15.30 16.21 139% 
7.1% 


11.39 
7.0% 


15.00 


11.52 
12.29 


151% 119% «141 
15434 128 142 

















why Union Pacific over a long period 
jould not make an equally good show- 
ing as it has in the past. Unlike so many 
ur large railroad systems, Union Pa- 
has increased its fixed charges to 
a very moderate degree. In the past 
years, interest on funded debt has 
ased only 1.7 millions per annum. 
1 operating revenues steadily increas- 
the company should be able to show 
tantial surpluses available for the 
mon stock. At present price of 142 
nion Pacific yields 7% which is at- 
tive for a railroad stock with so 
d an investment standing. It would 
pear to be well worth its present 
ice, but of course unfavorable mar- 
conditions may give the investor 
opportunity of acquiring the stock 

1 substantial concession in price. 


Studebaker 


nder THe MaGaziIneE oF WALL 
EET’S rating system Studebaker Cor- 
tion is given a total of 27 points out 
possible 30. The outstanding favor- 
factor is the progressive and effi- 
management that the company en- 
The management factor is perhaps 


the most important in all corporations, 
but it is particularly true in the automo- 
bile industry. Studebaker’s record over 
the past several years has been one of 
steady progress. It has made progress 
not only from a sales standpoint but also 
so far as the car itself is concerned. The 
organization has always endeavored to 
improve the quality of its products and 
in recent years has been very successful 
along this line. As a result, the Stude- 
baker car has attained a favorable reputa- 
tion for value which has been reflected 
in the growing volume of sales. 

The current year has been an unusually 
prosperous period for the automobile in- 
dustry, but is hardly a sound basis for 
judging the earning power of a company. 
In 1921, on the other hand, this industry 
was greatly affected by the general busi- 
ness depression, and many companies re- 
ported decidedly unsatisfactory results. 
In that year, however, despite the un- 
favorable factors, Studebaker was able 
to show 15.53% earned on its common 
stock. In the current year, estimating 
the last three months, the c»>mpany will 
earn close to $30 a share for the stock- 
holders, or three times present dividend 
requirements. 


A glance at the accompanying graph 
will show the reader how the company 
has built up its present strong financial 
condition and_ efficient plant system 
through earni gs. In every year in the 
past ten years, it will be noted, a good 
slice of surplus earnings have been put 
back into the property. 

The balance sheet of the company as 
of Sept. 30, 1922, showed 24 millions in 
cash and sight drafts on hand. In 1922, 
approximately 110,000 cars will have 
been turned out, as compared with 66,000 
in 1921. Prospects for the continuation 
of a big volume of business are said by 
the management to be most assuring. 

At present price of 122, the common 
stock is up 42 points from its low price 
of 1922, and down 17 points trom the 
high. It may, of course, be subject to 
further recession because of unfavorable 
market conditions. The splendid earn- 
ing power that has been demonstrated 
by the company, the popularity of the 
car, the efficient management and 
financial strength make this stock very 
attractive as a speculation, and when 
market conditions are again favorable 
it is likely to resume its place as one of 
the leaders on the constructive side. 


Improving Your Investment Position 


Six “Switches” Recommended by Members 


of the 


a liquidating market investors will 
lo well to carefully scrutinize their 
ioldings and where the latter are 

to switch into stocks that appear 
ve better opportunities for invest- 

Inasmuch as in a reactionary mar- 
ll issues have a tendency to decline 
uuld be advisable for investors, if a 
h is decided upon, to sell out and 
wait for an opportunity to buy the 

selected in their place at lower 
this article, six switches are rec- 
ended: American Hide & Leather 
mon into Wright Aeronautical, Emer- 
Brantingham into Tennessee Copper 
hemical, J. I. Case Threshing Ma- 
into White Eagle Oil & Refining 
Superior Oil into Callahan Zinc- 

Fairbanks Co. into Moon Motor 
1 Owens Bottle into International 
Combustion Engineering. In four of 
thes switches, the return on the invest- 
ment increases in addition to securing 
has possibilities for appreciation in 
value, 
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SELL American Hide & Leather 
BUY Wright Aeronautical 











American Hide & Leather Co., as was 
the case with practically all companies 
in this industry, was very adversely affect- 
ed by the deflation period because of 
large losses in inventory, accrued on ac- 
count of the sharp decline in prices. In 
the 18 months ended December 31, 1921, 
the company reported a deficit of about 
8 millions and, as a result, its working 
capital at the present time is around 
6 millions, as against over 14 millions dur- 
the boom period. Earnings this year, it 
is true, have turned the corner but have 
not as yet been very gratifying so far as 
common stockholders are concerned. For 
the nine months ended September 30, 
1922, only $1.85 a share was earned on 
the preferred stock and it is unlikely that 
the former preferred dividend will be 
earned this year. In view of the deple- 


tion of the company’s working capital, it 
is not to be expected that preferred divi- 
dends will be resumed in the near future, 
as good use can be made’of surplus earn- 
ings to pay off bank loans, which are still 
over 2 millions. Back dividends con- 
tinue to accumulate on the preferred 
stock, now amounting to 125%. Under 
these circumstances it can readily be seen 
that the outlook for the common shares 
is rather gloomy to say the least. 

While Wright Aeronautical is also a 
speculative issue, it would appear to have 
a very much better chance of appreciat- 
ing in value than American Hide & 
Leather common. Moreover, it is giving 
a return on the investment of over 11% 
dividend payments being at the rate of 
$1 per share per annum. Wright Aero- 
nautical in 1921 earned $2.66 per share, 
and in 1920 $1.83 per share, Eagnings in 
the current year are a little under 1921 
figures, but for the nine months ended 
September 30 were about twice dividend 
requirements. The company is largely 
dependent on Government orders for 
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aeroplane engines, but there is good 
reason to assume that the company will 
continue to get a fair volume of business 
from this source. The Government is 
suing the company for 4 millions, alleg- 
ing overpayment on war contracts, but 
the best legal opinion is to the effect that 
the Government will have difficulty in 
winning its suit. 





SELL Emerson-Brantingham 


BUY Tennessee Copper & 
Chemical 











Emerson-Brantingham is one of the 
smaller of the harvesting machinery 
manufacturing companies, and, as compe- 
tition in this field is very severe at the 
present time, the outlook is not very en- 
couraging. Ford, General Motors and 
other large automobile companies have 
gone into the farm tractor field, with the 
result that there has been price cutting 
and a resultant lower margin of profit. 
Only the strongest companies are in a 
position to do well, and Emerson- 
Brantingham, through losses sustained in 
inventory depreciation during the period 
of deflation, is in poor financial condi- 
tion. As of October 31, 1921, bank loans 
totaled nearly 8 millions. Back dividends 
on the preferred stock now total 40%, 
and, as no resumption of dividends can 
be anticipated for a very long time, they 
will continue to accumulate. Under these 
circumstances the common appears far 
removed from dividends and is accord- 
ingly a very undesirable speculation. 

Tennessee Copper & Chemical undoubt- 
edly has much better possibilities for en- 
hancement in value. There is nothing 
ahead of the 794,226 shares of common 
stock except 1 million in subsidiary com- 
pany bonds. The company is in excellent 
financial condition, working capital as of 
December 31, 1921, amounting to nearly 
4 millions, or $4.75 a share on the stock. 
There are no bank loans. This company 
is one of the largest manufacturers of 
sulphuric acid in the country and also 
produces copper. Through its subsidiary 
company, the Southern Agricultural 
Chemical Corporation, it manufactures 
acid phosphate. Early in 1922 a concen- 
trating plant for the manufacture of 66 
degree sulphuric acid was completed and 
a froth flotation process installed under 
contract with the Mineral Separation Co. 
These improvements are expected to add 
materially to the profits of the company. 
The company now has favorable contracts 
for the sale of its sulphuric acid output. 





SELL J.1. Case Threshing Machine 
BUY White Eagle Oil & Refining 








J. I."Case Threshing Machine has been 
adversely affected by the severe competi- 
tion in the harvesting machinery industry 
and in addition had to take a severe loss 
in inventory in the 1921 fiscal year, re- 
porting a deficit of 1.5 millions. It is 
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not very strong financially, bank loans 
being in the neighborhood of 6 millions. 
The common stock is not without specu- 
lative possibilities, as in the past this 
company had an earning power sufficient 
to show substantial amounts earned on 
the common stock. In view of the 
severer competition now being facéd and 
the large volume of bank loans, however, 
it appears that considerable time will 
elapse before dividends can be resumed. 

White Eagle Oil & Refining Co. has a 
well rounded organization, being a pro- 
ducer, refiner and marketer. Its opera- 
tions are largely confined to the states of 





SIX STOCK “SWITCHES” 


Yield 
(%) 


Divi- 
Price den 
Senetean ae & Leather 11... 
nto 
Wright Aeronautical..... 9 1 11.11 
Emerson-Brantingham .. 6 
nto 
Tenn. Copper & Chemical 8 
J. I. Case Threshing M.. 33 
Into 
White Eagle Oil & Ref.. 30 
SUE Diccccccccess § 
Into 
Callahan Zinc-Lead 7 
Fairbanks Co. 15 
Into 
Moon Motor . 1b 
Owens Bottle 37 


nto 
Int. Combustion Eng... 23 











Kansas and Colorado. It is the second 
largest distributor of gasoline, kerosene 
and fuel oil in Kansas. In 1920 and 1921 
the company earned its $2 dividend with 
a small margin to spare, but in the cur- 
rent year earnings have shown a remark- 
able increase. President Marcell esti- 
mates net earning for the last quarter at 
$800,000. On this basis, $3,316,000 will 
be the total for the year, as compared 
with $1,528,418 in 1921. Allowing for 
liberal depreciation and depletion charges 
there should be a balance left for the 
common stock of around $6 a share or 
three times the present dividend rate. 





SELL Superior Oil 
BUY Callahan Zinc-Lead 











Superior Oil Corporation was launched 
in the midst of the oil boom, when high 
prices prevailed for crude oil, and was 
capitalized on a very optimistic basis. 
During the period when the high level of 
prices was maintained, the company suc- 
ceeded in doing fairly well, but under 
present conditions it has not been able to 
operate at a profit. The bulk of the com- 
pany’s production is in Kentucky, where 
it has a large number of small producing 
wells. In 1920, the company earned $1.20 
a share on its 982,208 shares of no par 
value, but in 1921 there was a deficit of 
1.5 millions. In spite of the more favor- 
able conditions prevailing in the current 
year, a deficit of $588,636 was reported 


for the nine months ended September 3 
Financial condition is rather weak, work. 
ing capital amounting to only $400,00 
As the price received for oil in the firs 
nine months of this year was higher tha} 
the prices now prevailing, a better state. 
ment of earnings is not to be anticipate/ 
for some time, and the outlook for divi- 
dends is decidedly remote. Litigation ha; 
been instituted by minority stockholder 
against the Atlantic Refining Co., wich 
company made an agreement with Supe. 
rior Oil to take its entire Kentucky 
production for a period of ten years a 
the market price. The minority stock. 
holders allege that the “market price’ 
paid was fixed by an agency, the See 
Agency, itself controlled by Atlantic Re. 
fining, and that this price was below the 
real market for Superior’s crude. ‘This 
litigation is likely to drag along for 2 
long time. 

Callahan Zinc-Lead is one of the larg. 
est zinc-lead producers in the country, 
and the recent increases in the price of 
its products and the reduction in surplus 
stocks apparently assures profitable opera- 
tions for some time to come. Operation; 
at the company’s mines in the Coeur 
d’Alene district in Idaho were resumed 
November 1 of this year. In the past 
the company has been able to show a 
very fair earning power. In 1921 no min- 
ing was done, in 1920 $0.69 a share was 
earned, in 1919 a small deficit was re- 
ported, and in 1918 $0.81 per share wa 
earned. In 1917 and 1916 abnormi 
prices for zinc prevailed and profits ra 
up to $5 and $6 per share. The compan 
is in good financial condition, current lis 
bilities being only a few thousand dollars 





SELL Fairbanks Co. 
BUY Moon Motor 





Fairbanks Co. is engaged in the busi 
ness of acting as selling and distributing 
agents for manufacturers. The company 
has under long-time contracts the exclu: 
sive right to sell the Fairbanks Scale 
throughout the world, except Canada ané 
the western part of the United States 
The company is also a large seller of 
valves, trucks, engines and pumps, mz 
chine tools and automobile equipment 
While in the past the company was abl 
to show a fair earning power, it suffered 
very severely during the deflation period 
and in 1921 its profit and loss surplus wa’ 
reduced from $3,662,845 to $606,364. At 
the present time the company is pro)abl) 
about covering expenses. The most wt 
favorable factor in regard to the com 
pany, however, is its large floating debt 
As of December 31, 1921, this totaled 
$7,367,155. It is understood that this has 
been reduced to around 5 millions in the 
current year through liquidation o! ir 
ventories. Under the circumstances it ' 
quite likely that some reorganization pla 
will be worked out in the near futur 
which would necessitate stockholder 
raising new money. The outlook for tht 
stock is rather discouraging and a switd 
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some other security with more defi- 
possibilities is desirable. Pp refer red Stocks React 
Moon Motor C ring dividends at ‘ : , 
eee aE tae Ss ee eee ie Middle-Grade and Semi-Speculative Issues Lose 


1 more attractive security. This Ground While High-Grade Stocks Remain Firm 


any is in sound financial condition 
has shown a good earning power for HE declining tendency in specula- West Virginia and a 2 point loss in Rock 
iod of years. The current year has lative common stocks affected the Island. 
a banner one for the company, out- preferred stock list, with the result The most irregular tendency, however, 
and earnings exceeding all previous that, with the exception of the high- was exhibited in the group of semi- 
rds by a wide margin. Estimating grade issues, there were losses throughout speculative investments. In the indus- 
ings for the last three months of the the list extending from a fraction to sev- trials, Famous Players-Lasky and Cali- 
on a conservative basis, close to $5 eral points. High-grade preferreds are fornia Petroleum preferred were most 
are will be earned on the common _ still considered attractive at their current . especially weak, due to the sharp declin- 
k for 1922. Capitalization consists of yield basis, which accounts for their ing tendency in the common stocks of 
000 preferred stock and 154,213 relative strength in an otherwise reaction- these companies. On the other hand, such 
es of common stock of no par value. ary market. Among the middle-grade in- issues as Pure Oil, Market Street Rail- 
production of the company is still vestments there were some substantial way and American Water Works were 
|, and, as the car appears to be grow- _ losses, the largest of which were 2 points conspicuously strong, the two latter mak- 
rapidly in popularity, there exists ex- in Sears, Roebuck, 2 points in Allis- ing gains of 3% and 2 points respectively. 
nt prospects for a much larger out- Chalmers (which continues its reaction- The character of the preferred stock 
While the stock must be regarded ary course), and 1% points in General market, as indicated by the above results 
peculative, it undoubtedly has possi- American Tank Car. Losses in this group for the two weeks, illustrates the fact 
es of ultimately showing a substan- were not confined to the industrials. that these issues are more or less sus- 
appreciation in value. Railroads also showed some weakness, ceptible to conditions affecting the more 
with a 2% point loss in Pittsburgh & speculative groups. 








SELL Owens Bottle 
BUY International Combustion 





PREFERRED STOCK GUIDE 
: Sound Investments - 
vens Bottle Co. is the largest manu- sea e Dividend 
. . . Rat ppx. . 
rer of bottles in the world and 1S INDUSTRIALS: (Ss = Share) Price 
the manufacturer of the “Owens 1. Cluett-Peabody 
matic Bottle Making Machine.” Pro- 2. General Motors (debentures). .. 
. : 3. American Woolen 
on cut into the business of the com- 4 Loose Wiles (1st pfd.).. 
to a considerable degree, but in- . American Can 
ed use of soft drinks has offset this Endicott-Johnson 
what. i & Standard Ol of N. 
hat In the current year earnings ew ky Dye: 
improved considerably, the nine 10. Standard Milling. 
hs’ statement showing $3.53 earned — UTILITIES: 
1e stock, as compared with $1.51 in 1 Perth, Amerienn Co. 
ame period of 1921. Financial con- agate Co 
1 is excellent, working capital as of ey er ® ( fd.) 6.5 
‘~ a ao ies. © (Conv. pid.)..... ° 
mber 31, 1921, being over 8 millions. . Beleimore & Cie “ 
. are c. estern ( t. pid.) 
of current assets to current liabili 4 Colo. & Southern (1st pid.)... 
s 6% to 1. While this company ap- 5. Reading (1st pfd.) 
tly faces a good future and the stock 
merit as a speculation, at present INDUSTRIALS: 
of 37 it appears high enough for a ‘ . General Amer. Tank Car 
2 - < . . Asso. Dry Goods (ist pfd.).. 
vidend paying stock. A switch into ‘ I Kayser & & Co. (ist Ha). 
other security equally sound, giving rown 
r oan : P 4 a Saati & Ref... 
re attractive yield, would appear to » Cae g 
desirable move. : Bethlehem Steel in’ pid.) . 
‘ ; i nel ing’ . Bush Terminal Bl 
ernational Combustion Engineering O'S. Taduarial Albshoi. 
oration manufactures and sells auto- . Nat'l Cloak & Suit 
: ; " . American Sugar Ref.. a 
stokers and other combustion de Coton Coe xem aT ae 
under patents owned. The demand : Roebuck & Co. 
the company’s products appears to be Cuban-American Sugar 
ily on the increase and the outlook eg ame toten 088) 
a is -amageend 2 Colo, & Southern (fn tnd pid)... 
iraging. In , $2.79 per share was cago, 
d on the stock, and in 1921 $3.50 : Pauses & W. Va 
share. For the six months ended Semi-Speculative Investments 
30, 1922, $1.55 per share was earned. INDUSTRIALS: 
\ugust the company booked $900,000 
business, which was $200,000 more 
the largest previous month’s business 
; history. It is anticipated that the 
six months will make a still better 
ing. In April of the current year 
ympany retired all of its bonded debt PUBLIC UTILITIES: 
d has no securities outstanding other 1. Market St. Ry. (prior pid.) -.. 
__& Amer. Water Works ( st pfd.). 
202,626 shares of stock of no par 7 


H 4 : “ n. c.) Non-cumulative. (c.) Cumulative. 
: At present Price the yield is at ~ §S2.Ne for last five ™ {w) Average for last two years. (x) Average for last 
ive and there appears to be no good three years. (y) Average for last (2) Stock was issued this year. Figures 
son for doubting the continuance of represent number of times dividend would have been earned had stock been outstanding. 


present dividend rate. 
or NOVEMBER 25, 1922 
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Have Packing Profits Increased P 


A Review of the Industry With an Analysis of the Present Posi- 


tion and Outlook for Armour, Swift, Wilson, Morris and Cudahy 


T is some time since the stocks of the 

leading packing house companies 

have been considered sound invest- 
ments. The reason is not hard to find. 
For nearly three years these companies 
have had to contend with very great dif- 
ficulties and it is only in the past few 
months that they seem to have emerged 
even partially from the depths into which 
they were plunged with the conclusion 
of the war. 

Conditions which contributed greatly to 
the fall of esteem in which packing house 
securities were at one time held, seem to 
be gradually passing, although these com- 
panies are by no means completely out of 
the woods yet. However, there has been 
an improvement of some dimensions in 
the past few months and this improve- 
ment should result in converting the 
deficits which the packers incurred with 
regularity since 1919 into at least small 
profits. 

Among the important influences now 
governing rising earnings for these com- 
panies are: lower wages, decreased carry- 
ing charges as represented by interest 
rates, and railroad freight rates, the latter 
item being of particularly great impor- 
tance to an industry dealing in such large 
tonnage and dependent on so narrow a 
margin of profit. The situation has also 
been reversed in respect to prices of 
packing house products, which are some- 
what higher. However, so far as profit 
on turnover is concerned, it is not con- 
spicuously great, and very recently has 
been somewhat decreased on account of 
the narrowing spread between livestock 
and dressed beef products. 

Viewed broadly, however, the position 
of the packing companies has improved 
as compared with that of several years, 
and, while profits are not excitingly large, 
there are, nevertheless, profits, which is 
quite opposite to the situation in 1920 
and 1921. 


By J. WILSON THORNE . 














would be larger were it not for the fall- 
ing off in foreign purchasing power which 
has always been a factor in the packing 
industry. Should there be improvement 
in foreign economic situation.the packers 
would be favorably affected. However, 
the outlook for such a development, un- 
fortunately, is not particularly promising, 
so that the packers will have to be con- 
tent with the business they can find at 
home, in addition to what they can secure 
from abroad. 


The five leading packers are Arm 
Swift, Wilson, Morris and Cudahy. 
these, Wilson’s securities are listed 
the New York Stock Exchange, also 
Chicago Stock Exchange; Swift is | 
on the Chicago, boston and Amster 
Exchanges; the preferred stock of 
mour is listed on the Chicago Excha 
Morris and Cudahy are listed on 
Boston and New 

Herewith follows an analysis of 
position of each of these companies: 
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Swift & Company 


Balance Sheet Shows Improvement 


S the largest of the packing house 
A companies, Swift's position is of the 

greatest general interest. This 
company, financially speaking, is stronger 
than any of the others. While the two 
years’ depression affected Swift along 
with the others, it sustained the depres- 
sion in good style, largely as a result of 
its financial structure, in which the com- 
mon stock is the predominating element. 
Out of a total capitalization of 243 mil- 


paid on the 
tremendous fall in prices 
power which was generally true of 
packing companies. 

There has been 
ment in the financial position. 


remarkably 


reductions for depreciation 


stock since 1919 despite th 
and earnit 


very great improv 
Workit 
capital amounts to $120 a share, whic! 
high in view of the drast 
purposes 
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am 
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York Cush Exchanges 
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Inventories since 1919 have been cut from 























To summarize: the packers seem to be lions, there are 150 millions in capital - camnene - nd —, oe the . 
facing a steady, though not spectacular, stock. Obviously the company, in any P@™y NOW practical yous bec -rock vase 
improvement based on lower operating normal period, is in a position to report 5° af as this financial feature is com 
costs and higher profits, smaller inven- satisfactory earnings on this basis. This cerned. 
tories (see graph) and a somewhat is evident from the dividend record, Prices at the present time permit a fait 
larger public demand. This demand showing the $8 dividends to have been profit, with by-products again becoming 
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rce of revenue. 
s amounting to about $40 a share. 
past two years, dividends have 


paid out of surplus, but it appears 


iis will no longer be necessary, at 
to the extent of the previous two 
Dividends on this issue appear to 


Swift has a large 





be reasonably secure. At current prices 
of around 108, the yield is slightly under 
714%. As the best of the packing house 
stocks, Swift is recommended as a 
speculative investment, though a better 
market opportunity may present itself 
later on. 





> 


Armour & Company 
Effect of Increased Capitalization 


[E same improving tendency noted 

the business of Swift & Co. is 
true of Armour, but contrary to 
this improvement is not likely to 


in material satisfaction so far as 
tockholders are concerned. The 
al defect in Armour’s present 
al position is the very large in- 
in capitalization. Since 1915, the 
lization has increased from 50 to 


266 millions. At the same time its 
business has increased from an 
360 to 840 millions. Despite 
nerease in volume of business, it is 
ul that sufficient surplus can be re- 
to permit extensive dividend pay 
on the common stock 
ments amount 


e of 


Interest 
alone now to 10 
s annually, which is more than the 
et income before interest charges 
vear before 1915. New capitaliza- 
sists preponderantly of bonds, de- 


bentures, notes and preferred stock, most 
of which was put out in boom periods 
and at high rates. Obviously, the posi- 
tion of the common stock is not rendered 
attractive thereby. 

The 7% preferred stock, which com- 
mands greatest investment interest 
among shareholders, is not unattractive 
at current prices of around par, but in 
view the very large bond interest 
ahead of preferred dividend requirements, 
more favorable opportunities can be 
found elsewhere in the preferred stock 
list. 

Except for periods permitting very 
large profits, the conclusion is that the 
new capitalization applied to Armour 
& Co., is not likely to be as profitable 
as the old, and that the common stock, 
in view of the fact that the new issues 
have been given senior righ‘s, is in a 
less attractive position than formerly. 


of 
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Wilson & Company 


Increase in Earnings 


-DITIONS Wilson & Com- 
iy have so changed that the out- 
kk is that the 7% preferred stock 
d may be nearly covered this year, 
; very much better than the record 
er 1920 or 1921, in both of which 
there were substantial deficits. 
al position has improved in the 
years. Inventories have been 
third and bills payable have been 
1 sharply, now standing at about 
ie 1915 figure. In common with 
er packers there has been heavy 
g in recent years, capitalization 
increased since 1915 from 37 to 
Wilson has a smaller capi- 
m than either of the above men- 
companies and with common stock 
ting of only 20 millions against 60 
s in bonds and preferred stock, 
zs on the junior issue are apt to 
te rather widely. 

most interesting of the com- 
securities are the 10-year convert- 
6s, due 1931. These bonds 

at 107% or less from August 1, 
he call price decreasing regularly 
ear until maturity. The bonds at 
t prices of 105 yield about 7%, with 
degree of security. They are con- 


for 


ree 


lions. 


are 


le into common stock at 50, with the 


iow selling at about 40. The bonds 
> considered a good business man’s 
nent. 


i¢ common stock, which, together 
the bonds, is listed on the New 
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York Stock Cxchange, is highly specu- 
lative, though from a long-range view- 
point it is not unattractive. 


CUDAHY PACKING CO. 


This company has been especially hit 
by the decline in foreign trade business. 


was at the expense of greatly increasing 
capitalization, as it was found necessary 
to issue over 5 millions in notes and 10 
millions in bonds, very materially increas- 
ing the fixed charges ahead of the 
common stock. 

Neither preferred or common issue is 
on a dividend-paying basis, and so far 
as the junior stock issue is concerned, 
the outlook for dividends seems very 
remote, both on account of the heavy 
increase in fixed charges and also be- 
cause of the depressed condition of 
foreign trade, on which the company 
is dependent to a greater extent rela- 
tively than most of the other com- 
panies in the field. 


MORRIS & CO. 


This is one of the three largest among 
the packing companies, but outside of the 
bonds, there is litle public interest in the 
securities, they are held by 
officials of the company and heirs of Nel- 


as closely 


son Morris. The capitalization is low, 
but losses last year were remarkably 
high. The company’s issues consist of 30 


millions common stock, 10 millions in pre- 
ferred and about 32 millions in bonds and 
notes 

Earnings in 1921 were so that 
surplus was cut from 13 to 1% millions. 
However, disregarding bookkeeping 
changes in capital and surplus account, 
there is real value in the property and 
bond and note holders may continue to 
feel reasonably secure as to principal 
and interest despite the large fluctua- 
tions in the earnings of the company. 


poor 


Conclusion 


It is apparent from the above that the 
packing companies have made strides in 
the past three years, especially from the 
viewpoint of liquidating their current in- 


debtedness. Almost uniformly, this was 

















EEE 
FINANCIAL CHANGES IN THREE LEADING PACKING 
COMPANIES 

Wilson Armour Swift 
Common stock $20,000,000 $100,032,000 $150,000,000 
DUNNE GRRE acc ce vesocececcovcens 10,328,600 50,671,400 «= nauueess 
Bonds and notes......... ‘ 49,895,000 115,560,900 93,923,500 
Total capitalization, 1922............. 80,223,600 266,264,300 243,923,500 
Total capitalization, 1915............. 37,805,200 50,000,000 99,500,000 
Average sales, 1912-1915... not reported 358,750,000 406,250,000 
Average sales, 1918-1921. . not reported 849,250,000 1,125,000,000 
a Serer ,990,067 159,108,151 191,890,849 
Inventories, 1921............. 15,219,762 83,320,641 93,771,464 














During 1921, gross sales declined about 
37% as compared with the previous year, 
and the small profit of 1920 was 
converted into a loss of about 1% millions 
in 1921, equivalent to about $9 per share 
on the common stock. Financial position, 
however, has improved considerably. 
Thus inventories were cut from 44 mil- 
lions in 1919 to about 17 millions at the 
end of 1921, and bills payable were re- 
duced in the same period from 35 to 2 
millions, which is an exceptionally fine 
showing. The company, in effcct, appears 
to have fully liquidated its position of 


current indebtedness This, however, 








made possible through the issuance of 
large bond and note issues, thus interfer- 
ing with the prospects for the junior 
issues. Except for Swift & Co. common 
stock, immediate dividend prospects for 
the common stock issues of the other 
companies appear remote. The bonds and 
notes, however, are in a greatly improved 
position and should continue to make a 
fair medium for investment. Broadly 
speaking, the investment position of pack- 
ing house securities has improved in the 
past year, but have not vet attained a po- 
sition where they no longer have to be 
watched 
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Chandler Motor Car Co. 





How Chandler Compares With Fo 
Other Listed Motor Securities 


OME. good observers are wondering 

whether the present is not the psy- 

chological moment for holders of 
automobile securities to comb over their 
list with great care, for the purpose of 
weeding out the weaker issues. 

At the close of 1921, there was a total 
registration of well over 10 million motor 
cars and truchs in the United States. In 
the current year more than 2 million new 
cars and trucks will have been produced 
(it may prove a bigger year than 1920, 
when the total was 2,205,000). Of this 
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year’s production at least 50% can be said 
to have gone into new hands, reducing 
the unfilled demand by that amount. 
Hence, January Ist, next, should see not 
less than 11 million units in the country, 
or 1 motor unit for every 10 persons. 

This outlook does not necessarily pre- 
sage that much-dreaded “saturation 
point,” of which so much was made last 
year. There is a foreign demand to pick 
up, however gradually; there is an in- 
creasing disposition to use motor trucks 
in large industrial enterprises; the figures 
cited include motor trucks, which can 
scarcely be reckoned on a per capita 
basis; and the replacement demand for 
passenger cars increases with the out- 
standing supply. 

Nevertheless, it does give hints of a 
developing competition between the es- 
tablished companiesf* and encourages 
more careful attention to motor stock 
holdings than was thought necessary 
earlier this year. 


By PERRY A. EMERSON 


Of the motor stocks listed on the New 
York exchange, one that has held a high 
place in public interest for several years 
is that of the Chandler Motor Car Com- 
pany. This is the stock which, for those 
who purchased 100 shares of it in Jan- 
uary, 1920, around $100 per share exer- 
cised certain privileges given them at the 
proper time, produced a profit of $44,000 
in little more than a year. It is active 
today on the Exchange at around $62 per 
share. 

The comp ny manufactures several of 
the best-established passenger car models 
in the trade, and in its time has made en- 
viable profits. Its remarkable growth in 
the five years from 1916 to 1920 is re- 
flected in the accompanying charts. In 
figures: Chandler built up its net income 
from below 2 millions to well above 4 
millions, and its working capital from 
about 2.5 millions to as high as 6 millions. 
Whereas it lad manufactured less than 
2,000 cars in 1914, it turned out almost 
24,000 in 1920. 

Last year might have been disastrous 
for a less ably managed corporation than 
Chandler, considering its effect upon the 
company’s market. It saw a startling 
drop in the corporation’s total income— 
from 9.6 millions in 1920 to 1.9 millions 
in 1921; and net income declined to a 
point where it amounted to only 15 cents 
a share, as against $16.68 a share in the 
previous year. Only 5500 cars were 
shipped to market during the year. 

As suggested above, Chandler was for- 
tunate in having an able management 
which was capable of guiding it safely 
through last year’s chaos. With working 
capital diminished by over $2,700,000, 
current debt increased by $1,250,000 notes 
payable and demand for motor cars at a 
very low point, less astute direction might 
have cost the company sorely. 

Under the existing regime, Chandler 
was carried safely through the shoals, 
and kept in a position to take full advan- 
tage of any upswing in the market. As 
everyone knows, that upswing developed 








1922 
Earned on 
Market 


Price 
of Stock* 


1922 
Earnings 
Per 
Share* 


Hup 
Stud 
Hudson 4. 
Chandler 9.00 


* Estimated. 


22.27% 
18.63% 
14.50% 





HOW FIVE DIVIDEND-PAYING MOTOR SECURITIES 

COMPARE 
Working 
Capital 
Per Share 


(Dec. $1, 
1921) 


$235.00 
48.45 
47.22 
717.20 


t As of November 30, 1921. 


Divnd. 
1922 Present Yield 
Times Price on 
Divnd. of Present 
Rate Earned* Stock rice 
$16 6.25 525 
1 4.70 22 
10 2.85 123 
2 2.05 22 
1.50 58 


Current 
Divnd. 
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almost overnight. The result wa 


in a few months, Chandler had gone { 
toward restoring its financial position, 


For the current year, it is expected 
the corporation will have shipped 
market about 11,000 cars. 


tl 


It has paid 


all its bank loans, except current accouni 


Its earnings in the first half of tl 


yea 


were sufficient to cover the full yea 


dividends at the rate of $6 per shar 
for the entire year, earnings availal)] 
the stock seem likely to approximat 
per share. 

Viewed by comparison with 
motor securities, among the listed 
dend payers, however, certain fac 
velop which suggest a reasonable c 
It is seen from the table herewith 
Chandler’s working capital is w« 
small by comparison with 


Studebaker 


Hupp, Nash and Hudson; the margin | 
which its dividend will probably be co 
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ered this year is smaller than in th 
of any other security in this group; 


ings per shar., when figured out on t 


basis of 
correspondingly low. 

Reviewing the factors noted above, 
net result is slightly unfavoral 


the present market price, # 


Chandler as compared with other of t 


motor concerns cited. In a word: 


the company 


has effected a remark: 


recovery from last year and appears ' 


be in strong financial shape, Nash, 
or Studebaker appear to be bett 


and more dependable, all things const 


ered. 


Day-to-day developments—such as 


recent announcement of a new 
priced Cleveland model which, if 
received, could do much to imp 
Chandler’s results even in the few 
of the current year that remain 


ultimately throw the balance in favor 


Chandler, making its comparatively 
yield attractive. 


of the market does not encourage ba 


ing too heavily on the future, and 
outcome of such events as these i 
Under the 
might be wiser to confine judgmen 
the known facts, which make Cha 
appear iv a highly speculative posit: 


certain. 


But the present positi 


i 


circumstances, 


idle 


DH 


THE MAGAZINE OF WALL STREE 










































































— 





Computing - Tabulating- Recording Co. 





High Earnings Continue 


Exceptional Record During Period of Depression 
—6% Bonds Attractive—Position of the Stock 


HE Computing-Tabulating-Record- 
ing Company is not so much in the 
speculative limelight as others but 
something more solid to recom- 
it to investors than wide fluctua- 
in the stock market. Computing- 
lating-Recording is a business en- 
se of established earning power. 
ng one of the worst periods in the 
ry of American business, it demon- 
d that it rests on a firm foundation, 
luring 1921, when so many industrial 
inies were incurring debts at an ap- 
g pace, this company kept evenly 
course, continued to pay its divi- 
; and lost no opportunity to improve 
nancial position. The result was 
t entered the current year in splen- 
hape to take advantage of the gen- 
improving conditions in business. 
ring the first half of this year, Com- 
g-Tabulating earned $6.21 a share 
n its stock. This was in excess of 
mount required to pay the entire 
dividends of $6 a share. Balance 
rnings this year will go to surplus 
indeed, the directors decide to 
in extra distribution. On this score, 
er, it is hardly likely that any extra 
ution will be made as the dividend 
was increased last Spring from $4 
annually and, in view of their con- 
tive attitude, directors will probably 
that shareholders are already well 
care of. 
Future Earnings 


estimating the company’s ability to 
a good showing, it is important to 
that the nature of its products is 
is to guarantee a more or less stable 
t. Computing -Tabulating makes 
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By A. T. MILLER 





accounting and tabulating machines, time 


clocks, scales and kindred appliances in 
constant and increasing demand in the 
commercial world. Need for such me- 
chanical contrivances is universally 
acknowledged and the tendency is to 
widen their use. Even the smallest busi- 
ness concerns find it economical to use ap- 
pliances of this description. 

In this field, Computing-Tabulating is 
practically supreme in the United States. 
It has also embarked on a very success- 
ful competitive campaign abroad with the 
result that it is actually taking away bus- 
iness from such experts in the field as 
German manufacturers. Recently the 
company purchased a factory at Villen- 
gen, Germany, where it will manufacture 
for consumption in Europe. According 
to its president, recently returning from 
Europe, the company’s business is im- 
proving in Belgium, France and England. 

Domestic business is also satisfactory, 
a situation which has been made possible 
especially through the acquisition of two 
companies, Pierce Accounting Machine 
and the Ticketograph. Products from 
these companies add considerably to the 
regular lines of the company and should 
increase earnings. The engincering staff 
of the company is very active in prose- 
cuting new designs and recently two im- 
portant designs were completed which 
should broaden the company’s markets. 

Computing-Tabulating is a_ holding 
company, owning and controlling the fol- 
lowing: 


Computing Scale Co. of America, 
The Tabulating Machine Co., 
International Time Recording Co., 
Bundy Manufacturing Co., 
Ticketograph Co., 


It also has full control of Pierce Ac- 
counting Machine Co. and controls the 


American Automatic Scale Co. of Chi- 
cago. 
All these subsidiaries and their com- 


ponent parts have had successful records 
and each is a profitable enterprise. 
Financial position of the holding com- 
pany is strong. Last year, there was a 
reduction of over 1 million in notes and 
accounts payable and in the first three 
months of the current year further re- 
duced this amount by $350,000. Balance 
of the year should see further substan- 
tial reduction of current liabilities. Need 
for future financing seems very remote. 
Total capitalization is very small, con- 
sisting of less than 6 millions in 6% 
bonds maturing in 1941 and _ 131,033 
shares of capital stock. The bonds have 
a high degree of security and despite an 


appreciation of about 10 points this year, 
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are still attractive from a purely invest- 
ment viewpoint. At current prices of 
around 97 their yield to maturity is 614%. 
These bonds are a direct obligation of 
the company and are secured by deposit 
of subsidiary stocks. Interest on this 
issue has always been earned by a wide 
margin, averaging 5.55 times in the past 
five years. The only unfavorable feature 
is a rather inactive market as the bonds 
are closely held. 

There is no preferred stock and the 
capital stock has no lien ahead of it on 
earnings except the bonds and other fixed 
charges. Capitalization is small enough 
to permit the showing of a very high 
average amount of earnings per share. 
Thus in the past 10 years, earnings on 
the stock have amounted to $9 per share 
on the average. Of the total of $90 a 
share earned in the period 1912-1921, only 
$27 was paid out in dividends the rest 
going toward surplus or expansion. 

The current dividend of $6 annually 
seems secure and on this basis, from an 
investment viewpoint, the stock at pres- 
ent levels of about 64 is attractive. How- 
ever, it must be taken into consideration 
that this issue has already had a very 
large advance since the low of 1921, hav- 
ing risen from 28 to a high of 79 in April 
of this year. Though the stock has al- 
ready declined 15 points from the highest 
price recorded this year, in a reactionary 
market it could decline still further espe- 
cially since it is a comparatively inactive 


issue. In a period of any especial 
weakness in the market, however, 
Computing - Tabulating is an _ issue 


which could be acquired with confi- 
dence as to its long-range outlook. 
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BUILDING YOUR FUTURE INCOME: 


For the Man With. His First Five Hundred Dollars 

















True Talk 


\ NY TYRO can make money. But it takes a wise man to hold on to it. 


[If all the 


men who have made and held profits by frenzied speculation as opposed to scien- 
tific investing were to stand up side by side you could get the lot of them into one 


section of a revolving door without jamming. 
your dollars will take care of you. 
support themselves at the age of fifty. 
selves, all but two have to work eight hours a day, every day, to do it. 
not have to work, one will be an investor and the other will be — an investor. 
and have money in the bank than a dead-game- 
'7Well said the incomparable Poor Richard: 


who do 
Make your choice. 
sport—and broke! 


© Better be a “‘piker”’ 


[Take care of your dollars and 
=* Out of every hundred men, only fifteen can 


Out of the fifteen who CAN support them- 


Of the two 


“Save a little of thy in- 


come, and thy hide-bound pocket will soon begin to thrive, and thou wilt never cry again 


with an empty stomache; 
hunger bite, nor nakedness freeze thee. 
pleasure spring up in every corner of thy heart.” 
means saving money than it means spending money; it means administration 
ing or saving, whether money, time or anything else, 
t7 Imagination plays sad tricks on those who are contemplating entrance 
It conjures up all manner of insurmountable obstacles and hideous 
It supplies the weirdest pictures of difficulties to be encountered. Let imag- 
In finance, perhaps more than in any one other field, average intelli- 


& Save or slave. 
into the financial field. 
perplexities. 
ination be reined in! 


gence and plain, old-fashioned horse sense have their fullest play. 


neither will creditors insult thee, 


nor want oppress thee, nor 


The whole hemisphere will shine brighter, and 
[And Ruskin: 


“Economy no more 
spend- 


to the best possible advantage.” 


The field is closed to 


no one with a mind capable of nothing more than logical reasoning and impersonal analysis. 


OR 
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A Problem in Personal Finance 
Income-Builder Contemplates Home-Building 


Project Which, to Us, 


contained an analysis of a $12,000 

home-building project. In connec- 
tion with it, the BYFI Department has 
since received the following letter: 


T'« last issue of the The Magazine 


I have just read with much interest your 
article in the November 11th issue on “How 
to Finance a Home.” I am wondering if a 
similar article could be written at a future 
date and published in the Magazine, dealing 
with my own proposition. 

I am twenty-eight years old, 
children. I have $1,500 saved and can save 
thirty-five to forty dollars a month. The 
house I occupy is rent free, being included as 
part of my salary. I am contemplating buy- 
tng two lots in the country about 30 miles 
from New York and building a house to cost 
around $7,500. The lots to cost no more 
than $1,200. Total, $8,700. This house I 
would rent out. 

Now, how much capital should I have after 
buying two lots before I start building? I 
only wish to take a 1st mortgage on the prop- 
erty, which I would pay off with the rent 
coming in. How much should an $8,700 house 
rent for, within a radius of 30 miles of 
New York, with good train service? Does the 
owner have to pay the water ratcs, repairs, 
ete.? How long should it tuke before the 
house would become my own property?—v. I’. 
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married, no 


Seems Too Expensive 


We are glad to make our analysis of 
this proposition, as we are of all perso- 
nal-financial problems submitted by In- 
come Builders. It follows: 


Insufficient Capital 


According to your plan, the total capij- 
tal to be invested in this project will be 
$8,700. On such a property it should be 
possible to secure through Ist mortgage 
at least 75%, or $6,525. You would there- 
fore have to have, for cash outlay, $2,175. 
In other words, for the particular project 
you contemplate you do not seem to have 
sufficient capital. 

Your rental, we think, should approxi- 
mate 10% of the total investment, i.c., 
10% of $8,700, or $870. From this ren- 
tal you would have to meet the follow- 
ing carrying charges: Interest on Mort- 
gage; Insurance; Taxes; Water; Re- 
pairs; in other words, these are charges 
which the home owner must meet. For 
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the purpose, about 4% of the total invest: 
ed capital per year should be about suf- 
ficient, or 4% of $8,700, which is $348. 

At this point in your calculations, you 
should allow for the interest you wil 
lose on the amount of actual capital which 
you put into your project. This item was 
explained in our previous article. Since 
your original investment would be $2,1/ 
your “interest loss” will be 6% thereof 
or $130. 

The sum of these latter two items 5 
$478. Deducting that figure from yout 
rental money, we find that your rent wil 
produce cash, free and clear, amounting 
each year to $392. 


A Personal Sinking Fund 


You could probably not secure a Is 
mortgage on an amortization basis, ex 
cept through the Building & Loan pla 
But there is no reason why you shoul 
not consider your mortgage to be on ai 
amortization basis, and secure all th 
benefits of that condition: In such case 
all you need do is to deposit, or invest 
yourself the yearly amounts by whid 
your mortgage would have to be reduceé 

(Please turn to page 19) 
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Keeping the Record Straight 
A Thorough Bookkeeping System 


for Conservative 
By P. 


S a subscriber to THE MaGazIne 
or WALL Street, I have observed 
during the past several years a 
r of articles dealing with various 
set system” methods of pre-deter- 
g the growth of capital when in- 
| according to a settled plan. These 
s have been very interesting to me. 
have also been a great help to me, 
larly as .a stimulus to systematic 
l-keeping in investment operations. 
most cases, however, I have found 
these record-systems do not go far 
gh. In one respect or another, they 
t cover the whole ground. I con- 
it necessary to have your record 


The amount of savings, 

he amount of invested capital, 
Percentage received from dividends 
and interest, 

Percentage received from net prof- 
its. 

thout knowing these things, I do not 
a complete check on one’s progress 
d financial independence can be had. 


A Complete Record 


the effort to devise a record which 
ld convey all this information, the 
r has prepared the one shown on the 
ing page, under the heading “Fig- 
1.” As will be seen, this record 
it possible to determine, at any 
time, the percentage of return 

1 is being received on invested capi- 
ym dividends, interest and net prof- 
ilso, the accumulation of capital 
savings; and finally, at the end of 
period covered, the present market 
of investments carried as contrasted 


th their actual cost. 


Income Builders 
H. R. 


Turning to the chart (Fig. 1) we find 
Column A: This shows the amount of 
capital invested plus the capital available 
for investment at the beginning of each 
month. Building & Loan holdings are 
not included in this column, as the ac- 
crued interest thereon is hard to follow 
and the result is, in any case, pre-deter- 
mined. 

Column B shows the amounts received 
from interest, dividends, etc. Column C 
the profits from transactions, as well as 
the cash value of “rights” and any other 
special distributions received during the 
period. This column is put on a “net” 
basis by deducting commissions and taxes. 


Borrowing Money to Make Money 


The succeeding columns are self- 
explanatory, although a word might be 
said about Column K which is inserted 
to record a type of borrowing operation 
which the writer considers an invaluable 
aid to income-building. These operations 
are conducted as follows: The income 
builder borrows from the bank at. the 
regular interest rates (5% to 6%) a sum 
equivalent to from 10 to 20% of his in- 
vestment capital. His effort then is to 
make this borrowed money yield slightly 
more than the bank rate. All dividends, 
savings, and other additions to his capi- 
tal are, immediately thereafter, applied to 
reducing this locn. This operation is 
equivalent to compounding the interest, 
or immediately re-investing all income, 
and it has a very salutary effect on the 
final results. 

As a concrete example of this opera- 
tion, note (in Column K) that $5,129 was 
borrowed in July at 6% interest. This 
was invested to yield about 7%, and dur- 


ing the two months that it was earning 
interest, a profit was realized, making the 
final interest percentage received larger 
than would otherwise have been the case. 


The last column—Column O—may also 
be briefly discussed. It records the in- 
come builder’s average equity over the 
period covered (in this case, 12 months). 
The findings of this column are essential 
if one is to have a basis upon which to 
figure his ultimate percentage yields 
from profits, dividends and interest. The 
column is found as follows: 


Column A, January 1, capital on hand 
$12,650.87. This money was available for 
interest and profits for the whole twelve 
months. During the month (Column B) 
$123.56 accrued from all sources. This 
amount was available for interest and 
profits for eleven months; therefore, by 
taking eleven-twelfths of it, we deter- 
mine the amount by which this single 
item increases the income builder’s equity 
for the year. In the following month 
(February) we find that $64.58 accrued, 
which was available for ten months. We 
take ten-twelfths of this figure. And so 
on down through the year, the amount of 
accruals are figured down according to 
the number of months in which they are 
available for investment. Finally, all 
these sums are added to the original fig- 
ure ($12,650.87) making a total of $13,- 
672.08 (Column O) which becomes the 
average equity for the year. 

The conclusions which the record per- 
mits the income builder to form at the 
end of the year are shown in the nota- 
tions underneath the table. 


Worth Keeping? 


Aside from its value as a purely book- 
keeping system, the writer believes this 
chart has other important uses. It keeps 
constantly before him the good results 
that result from well-selected investments 
and the bad results that accrue from the 
other kind. It serves as a check upon 
recklessness and wastefulness; and it 
serves as an encouragement to conserva- 
tism and forethought. 











business, > 
building 


dividends and cash 


insurance, 


t, 
ments not included in B © 


Total invested capital and 
bank savings on first of 
Total receipts from inter - 
Profits from transactions, 
rights, and all disburse- 
minus commissions and 


ment in home, 


be life 


@ month exclusive of invest- 
loan asso. 


& es 
& & value of stock dividends. 
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February 

March .... 

April 

May 

june . “** 

July . -« 13,518.36 
August .... . 18,699.69 
September . . - 18,432.09 
October 14,645.77 
November ............... $4,833.45 
December eee 15,135.61 


Totals ° 
PRD scsancumeetmsants « ° 


Total invested capital on December 31, 1922, J$15,361.76. Equity in holdings on December 31, 1922, L$15,361.76. 
Market value of all investments and cash on December 31, 1922, $15,500.00. Percentage received on equity O from 
nterest and dividends B+O—.0735. Percentage received on equity O from net profits for year G+-O—.0932. 
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account for purposes other = 


than Investment. 


Amount of borrowed capi- 
taltal on the last day of x 
Equity In holdings on the 
last day of month, J—K. 
Withdrawals from savings 
Total amount applied (to 
loans or borrowed 

tal) shown in K. 

Average equity for period 
of twelve months. 


$5,129.00 $13,570.69 
4,840.42 13,591.67 
° -» 14,645.77 
14,833.45 
15,135.61 
15,361.76 


$272.60 


; «+++ $13,672.08 
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What Kind—How Much—And Why? 


A New Way of Solving an Old Problem 


R. A. MANTON CHACE, an authority on insurance matters, was recently 
M found by the editor of the B. Y. F. I. Department reading over a copy of THE 
MAGAZINE OF WALL STREET. 

“What do you think of our insurance articles?” asked the editor. 

“I have followed your Life Insurance articles with considerable interest,” Mr. 
Chace replied, “and I am sure they are exercising widespread influence in helping the 
investor place this great institution in the position of prime importance it deserves.” 

“Any new angles to suggest?” Mr. Chace was asked. 

“Well—yes. Why not discuss with your readers the ‘program method’ of taking 
out insurance? The idea of the ‘program method’ is based somewhat on the old budget 
plan, but there’s more to it. Given a man in a certain walk of life, you first determine 
how much of his income he can rightfully divert to insurance. With his personal 
obligations in mind—the number of people dependent upon him, and so on—you then 
decide what types of policies are best suited to his needs. In this way you supply 
intensely practical information. 

The editor thought a moment. Then: 

“All right: Suppose we try your ‘program method’ out. Let’s take a hypothetical 
case—that of one John Doe. We will suppose he is a young salesman of great promise, 
age 28, who is employed by a hardware concern in a New England city of 250,000 
population, on a salary of $3,400 a year. He is married and has a boy just a year old. 
Having had to work his way through college, he has started with nothing but his own 
bright prospects. He has been connected, we will say, with his firm for three years, 
and has been given to understand that he will be given an interest in the business in 
the near future. Now, what kind of insurance, and how much of it, should young 


Mr. John Doe take out?” 


Mr. Chace considered the question carefully, did considerable figuring, and then 


presented his answer. It follows: 


[N order that Mr. Doe and his family 

may derive the most satisfying results 
from his present modest salary, I would 
first recommend a budget with a definite 
sum set aside first for each month’s sav- 
ings. Let him save. before rather than 
after he is through spending, make this 
a debt to his family as real as his rent, 
coal or other necessities. His progress 
will then be reasonably assured. 

I would recommend the following bud- 
get for his particular case: Salary, 
$3,400; savings and insurance, $805; food, 
$800; rent, $600; clothing, $420; operat- 
ing, $300; development and luxuries, $475. 

Inasmuch as this typical young man has 
started his career with no capital to speak 
of, his first thought should be to purchase 
sufficient Life Insurance to capitalize his 
future with due regard to a proper valua- 
tion of himself as he now stands. By so 
doing he will gain the tremendous satis- 
faction of knowing that his wife and 
child will have a fair chance should he be 
taken from them before he “arrives.” He 
should devote practically his entire sav- 
ings to this purpose for the immediate 
future. Time enough to think of invest- 
ments when his income has increased suf- 
ficiently to yield a surplus for this pur- 
pose and when his more mature judgment 
will better guide him in selecting securi- 
ties. 


Only a Week to Live 


Mr. Doe should plan for his wife and 
child as carefully as though he had but a 
week to live. Having so planned, he can 
live better—freer from financial worries 
—than if he neglected this important 
duty. It is my opinion, based on personal 
observation, that he will do better work 
and be a greater factor in his community 
as a good credit and otherwise. 

An excellent program for him to fol- 
low, giving the minimum needs of his 
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wife and son in the order of their natural 
occurrence, with due consideration to 
their social strata, would be to provide: 


1. A cash sum of $1,500 to clean up all indebt- 
edness, including expenses of last sickness. 
2. $50.00 each month to his wife to bridge over 
the next three years until she has been able 
to adjust herself to her problem as a widow. 
. An income Damn to his wife of $150 a 


month for years and then $100 a month 
for the balance of her life. 

. A sum to underwrite his son’s college educa- 
tion, say $2,000. 

How these needs can be met by insur- 
ance, what policies he should take out and 
their approximate cost are now the im- 
portant question. 


Meeting the Requirements 


The first need could be covered by a 
Twenty Payment Life Policy, with the 
Disability and Double Indemnity pro- 
visions. This would require an annual 
deposit of approximately $55.00. 

To bridge over the next few years of 
his widow's life, a policy for $1,650.00 on 
the Thirty Payment Life Plan with Dis- 
ability and Double Indemnity provisions 
would give her $50 a month for three 
years, including excess interest each year. 
This would rquire a deposit of about $47 
a year. 

To provide monthly income permanent- 
ly for his wife, I would recommend a Life 
Policy on Ordinary Life Plan for $100 a 
month with 240 instalments guaranteed, 
supplemented by a separate policy for $50 
a month for 20 years, on the Five Year 
Term Plan, the former to have the Dis- 
ability and Double Indemnity features 
and the latter the Waiver of Premium 
clause in event of disability. The former 
would require an annual deposit of about 
$500 and the latter about $110 a year. 
Both of these income provisions would be 
increased by excess interest dividends, 
which she would receive at the end of 
each year for the first 20 years. 


Should Mrs. Doe die at any time be. 
fore she had so received 240 monthly in- 
stalments of $100 and $50 respectively, 
these incomes would be paid to his son's 
legal guardian for his care and education, 
until the balance of the 240 instalments 
had been paid. 

Last, but not least, he might purchase 
a $2,000 Five Year Term Policy with the 
Waiver of Premium clause and have an 
Educational Trust Fund Agreement in- 
serted, wherein, in event of his death the 
$2,000 would be held at interest for his 
son until he was ready to enter college 
and then be paid in quarterly instalments 
over a period of four years. Should his 
son die after Mr. Doe, but before he had 
so received the entire amount of principal 
and interest, the unpaid portion would 
then be paid to his widow, or if she be 
not surviving, then to his estate. Suc a 
policy would require about $20 a year 


Preventing Upsets 


The three great hazards that may upset 
his plan of life are: Premature death, 
premature disability and old age. ‘The 
foregoing program discounts all three, 
within his ability to save. Should he die 
prematurely, he will have made a sub- 
stantial provision for his family that no 
one can take from them. If his death 
be accidental, the first three policies 
would double, $3,000 cash, $100 a month 
for three years, and $200 a month for life 
under the Double Indemnity clauses. The 
balance of the program would be as out- 
lined, $50 a month for 20 years to widow 
and $2,000 to son. 

Should Mr. Doe become disabled phys- 
ically or mentally so as to be unable t 
work, all further premiums would be 
waived, and besides he would have an in- 
come himself of 1% a month on the first 
three policies, or $131.50. 

Should he reach old age, his policies 
may then be used to purchase a Life 
Annuity for himself and wife. 


Using the Dividends 


I would recommend that he use all divi- 
dends to purchase additional Insurance, 
and that he convert his Term policies into 
Twenty Payment Life forms within the 
first three years, as he is permitted under 
the terms of the contract, without medical 
examination. He will be amply able to 
do this when he is taken into the firm 
His income will then increase out of all 
proportion to the increased saving re- 
quired to convert. The total annual de- 
posit required would be approximately 
$732. 

I would recommend that he open a 
special Insurance Savings account in one 
of his local savings banks and deposit 
each month $61 before he has made 2 
single expenditure for other things. Ii 
he sticks to his budget and employs this 
system he will soon be able to handle the 
entire program recommended. 


(Note—Mr. Chace has consented to aw 
swer all inquiries relative to his “program 
idea” which are addressed to the Insur- 
ance Department.) 
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Can Investment Theories Compete 
with Facts? 


How the “Cyclical” Theory 
Compares With The Record 


N writing about economic laws and 
i investment principles, there is one 
besets the 


pitfall which eternally 


.uthor, no matter how good his intentions 


1ay be, nor how genuinely he may wish 
produce a useful, practical piece of 
ork. That pitfall is the tendency to 


érift too far from fact in his discussions 


nd impose too much emphasis upon 


theory. Unless the most stringent safe- 
cuards are taken against this tendency, 


writer will find himself turning out a 
xt book about as useful as a French 
nothing but the 


iles; whereas. as everybody knows, 


there are more exceptions to the rules 


f French grammar than there are rules 


themselves, and such a textbook, to be 


ymplete, must itemize every one of these 
xceptions. 

To guard against this very tendency in 
1e articles at hand, it seems wise to set 
p, at once, and against the theories al- 


ready developed, a set of actual facts, to 
show just how fully those theories can 


pply in actual cases. 


That Cyclical Theory 


Readers of the last article will remem- 
‘r that it dealt with the “cyclical” 
hanges in investment conditions, an “in- 
estment clock” being presented which 


not only attempted to show just what 
theoretical 


relationship these changes 
ear to one another, but in exactly what 
der they follow one another. It was 
iid that the investment market expands 
id contracts according to certain defi- 


nite principles, and it was intimated that 


sagacious investor could determine, 
ider a given set of conditions, just what 


type of market was going to follow. 


Are these things true Is this cyclical 


theory one which an investor can follow 


indly? What do the facts show? 

To answer these questions, and bring 
ir talks out of the clouds of theory and 
»wn onto the solid earth of fact, a chart 
s shown herewith. Please glance at it. 
This chart records two things: One, 
in unfilled tonnage of the 
Inited States Steel orporation from 1910 
» 1922; secondly, the market career of 
hat cérporation’s common shares. 


Now, the Steel Corporation is by far 


the largest unit in the steel industry in 
‘he United States; furthermore, the steel 


ndustry, if not the largest industry in 
his country, is certainly one of the most 
esponsive to general industrial condi- 
Hence, the amount of for- 
vard business (business waiting to be 
lone) on the books of this giant corpora- 
ion may properly be said to be, and is 


universally regarded as, one of the very 


ruest indexes of industrial conditions in 
\merica. 
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These things being so, if it can be 
proven that U. S. Steel’s unfilled tonnage 
rises and falls according to the general 
laws expressed in our last chapter, then 
those laws are proven to be well founded. 


Proof? 


Turn again to the graph: Note the 
single black line, beginning at the figure 
“4” over the year 1910. This single black 
line, of course, represents Unfilled Ton- 
nage, and starts at 4 because the tonnage 
at the beginning of 1910 was four million 
tons. From there the tonnage dips 
slightly to 3. Now watch it: In the four 
years following, it rises to a peak, then 
declines into a valley; in the four years 
and a few months thereafter, it again 
rises to a peak and falls into a valley. 

In other words, for the first eight years 
covered by the graph, steel’s tonnage 
went through two definite cycles, each re- 
quiring almost exactly the same length 
of time, and differing little in final scope. 
Therefore, the tonnage index—the facts— 
apparently prove the cyclical theory to be 
true. 

But wait! There is more to the chart: 
Another “round turn” is shown, begin- 
ning in a valley in 1919. This “turn” 
goes almost as high as the previous one, 
and comes back down just as far; but 
instead of taking four years—as_ the 
previous two swings had done—it spends 
itself in a little over two years. Hence, 
we have an exhibit which apparently con- 
tradicts the other two, and might seem to 
cast a shadow of doubt over the whole 
cyclical theory of which so much has 
been made. 

Here is the fact of the matter: 

The incessant ebb and flow, rise and 
fall, up and down swing of business 
activity, as brought out in the last article, 
is proven by this Steel tonnage graph to 
be a vital living truth. Nothing in the 
Steel graph contradicts it. 


What the Steel graph does do is to 
demonstrate one highly important addi- 
tional truth, having an immediate bearing 
on the cyclical idea, and that is this: 
Although™dbusiness certainly does rise 
and fall in pretty regular fashion; and 
although history, which proves that 
every boom will be eventually followed 
by a slump or vice versa (as shown by 
our “Investment clock”) may be relied 
upon, nevertheless, you can no more 
assert that the ebb and flow will be 
even, regular, perfectly chartable, fore- 
castable like the tides of the sea, each 
slump to last so many months and each 
succeeding upswing to take so many 
weeks than you can claim the gifts of 
the ancient prophets. Any man can 
make whatever guesses in this connection 
he has a mind to; but no single man can 
be relied upon, purely from his knowl- 
edge of past performances, to make ac- 
curate and truthful predictions. 

“Why bring this cyclical theory up at 
all then? What good is a theory that 
cannot be exactly applied?” The theory 
is brought up and explained here because, 
in its broad outlines, it is one of the 
greatest truths in economic law. And, 
furthermore, it has a distinct value to 
investors, however difficult it may be to 
apply with perfect exactitude, because an 
intelligent investor, who keeps fully in- 
formed of all the controlling factors 
which go to make up an economic cycle, 
whose eyes are open and on the look-out 
for the development of special factors of 
a sort likely to distort a given cycle, can 
often foresee abnormal movements be- 
fore they occur, and can with great ac- 
curacy foresee the normal movements. 

In other words, this, the eighth article 
of our series, has proven that an eco 
nomic theory has a very definite applica- 
tion in fact; but that, to determine that 
application with exactitude, the investor 
cannot afford to follow the theory 
blindly, but must inform himself in re- 
spect of all the qualifying factors which 
are constantly influencing the economic 
and financial trend. 


(Further articles in this series will be 
published in later issues.) 
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How to Develop 


Executive Ability 


Plain Reasoning Applied to a Universal Problem 


VERYONE, or mighty nearly every- 

one, who occupies a subordinate 

position in a business concern 
yearns for the greater privileges and the 
larger emoluments that go with promo- 
tion to an executive office. rv 

Some of them never get beyond the 
“yearning” stage. They content them- 
selves with merely desiring to succeed; 
they let the actual, and very practical 
matter of doing the succeeding shift for 
itself. 

Others yearn for a while, and then get 
tired of it. They find they have not the 
capacity, even, for sustained desire. They 
are poor-hearted enough to even give up 
wishing. 

A third section of our group seems to 
possess a natural aptitude for success. It 
carves out opportunities for itself and 
then grasps those opportunities almost 
unconsciously. Its members are like the 
people with the midas-touch who seem to 
have a_second-vision in matters of 
finance and who almost cannot go wrong. 

We are not interested in any of these 
classes. The first two are hopeless, and 
the third can take care of itself. 

We are interested in an entirely differ- 
ent class—a fourth class—which has the 
desire and the willingness right enough, 
but seems to lack the method. Our am- 
bition is to show the members of this 
class how to do what they are willing and 
able to do, providing they get the “how” 
of it firmly implanted in their minds. 

Inevitably, in the little space at our dis- 
posal, we cannot discuss the subject ex- 
haustively. All we can hope to do it to 
single out its chief features and present 
them clearly. Our efforts in this direc- 
tion follow: 


The First Step 


Let the man who aspires to execu- 
tive office first define the requirements 
of such a position. The track athlete 
when preparing for a meet does not 
train in a hap-hazard, generalized sort of 
way; he trains definitely and fixedly for 
the particular event in which he is to par- 
ticipate. He studies all the requirements 
of the race, or the jump, or the javelin 
throw in which he is to compete; he en- 
deavors to acquire the particular type of 
skill that is needed in this event; he seeks 
to develop the muscles and sinews that 
will be most used; but so far as the rest 
of the competition is concerned, he makes 
no more preparations than an onlooker. 
The same should be true of the aspirant 
to executive office. His policy should be 
to determine exactly what the particular 
requirements of such a position would 
be; thereafter to set about, honestly and 
energetically, to fulfill them. 

Following this policy, let us ourselves 
endeavor to define the requirements of 
executive office. as a whole; then let us 
discuss them to determine why they are 
requirements, what they will be based 
upon, how théy may best be cultivated, 
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and how, in one or two concrete in- 
stances, they apply. 


The Definition 


Executive office, as we see it, presup- 
poses a capacity for (1) giving the right 
orders, (2) at the right time, and (3) 
having them carried out. 

We could make that definition consid- 
erably longer without making it any 
stronger or more accurate. We could 
consume pages splitting hairs and shad- 
ing meanings, without being any clearer. 
Take the subject from top to bottom and 
inside out, and you will find little of value 
to add. In the final analysis, those are 
the three basic pre-requisites of executive 
office. 


Why They Are Requirements 


Why these are requirements of execu- 
tive office is not difficult to see. The 
primary function of any executive is to 
make decisions immediately, when de- 
partmental problems arise—to meet prob- 
lems and find the solution for them 
without the aid of other heads; upon the 
accuracy with which such a man’s con- 
clusions are formed, on the wisdom of his 
decisions, may depend the whole welfare 














'A Little German Boy Takes Sixpence 
to Spend at His Sunday-School Outing 
—London Opinion 


of his organization. And orders are 
nothing more than decisions put into 
words. 

To show how the giving of orders will 
apply in concrete instances, take the case 
of the officer in charge of supply-buying 
for a large manufacturing establishmen 
Unless he has the capacity for wise, well- 
timed decisions, and the ability to put 
them into effect, he can make any one of 
several very costly mistakes. He can 
overbuv. and thereby tie up capital that 
may be sorely needed in another depart- 
ment; he can buy heavily in a falling 
market, and so lose a possible advantage ; 
he can fail to see the tendencies in a ris- 
ing market, underestimate the scope of 
the movement, and thus force his firm to 
pay “shortage prices” for raw materials 

Or, take the officer in charge of pro- 
duction: Suppose circumstances demand 
a 30% increase in output. The easiest 
way out, for him, is to enlarge factory 
space, mechanical facilities and person- 
nel; thus, if five more machines and fifty 
more men will do the trick, it is a simpk 
matter for him to vuy the machines and 
hire the men. But to the capable execu- 
tive, the idea of obtaining increased pro- 
duction merely by enlarging facilities 
will be the last one to occur. His first e/- 
fort will be to obtain the greater output 
by increasing production efficiency. He 
will follow some such plan as Henry 
Ford has practised, time and time again: 
“When we need greater production, w: 
set a mark for our existing organization 
‘way up above anything we have ever 
done before. Then we go ahead and 
reach that mark!” 

So far as the third named requisite is 
concerned (the capacity for having 
orders carried out) that is too manifest 
to need discussion. Obviously, it in- 
volves good nature, self-control, personal 
magnetism and moral force. 


Cultivating Requirements 


How can these capabilities be culti 
vated? How can a man beget executiv 
ability? 

Not by any royal road, apparently; and 
yet, by a road that is straight and well 
defined: 

To learn, first, what are the duties of 
the position to which you aspire. Ti 
study, then, the field in which those 
duties apply. If it is a matter of buying 
and selling in a commodity market, t 
study that market, analyze the factors 
affecting it, learn where the available pro 
duction comes from, why it comes fron 
there, how quickly it can be increased, 
how likely it is to increase or diminish 
If it is a matter of production, to com- 
prehend the best means by which produc 
tion can be obtained, to be informed as 
to the mechanical facilities for produc 
tion, to understand how human willing- 
ness to work can be encouraged and de 
veloped. If it is a matter of credit, to 
learn all there is to learn about the 
money markets, the supply and demand 
for funds, the seasonal manifestations in 
interest rates, the uses of collateral. In 
other words, to know your job. 


(Please turn to page 188) 
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In the second case, the purchase will 
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That is, on a $5,000 loan, the col- Suppose one of them, Mr. Saver, merely puts his original $2,000, plus 
teral must be worth, at prevailing mar- the $1,000 yearly, into an account that yields no interest; while the other 
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r the loan has been granted, should cipal and interest. Then: 
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ls an operating company, or operating 43,015 
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American Light and Traction Co. 





A High Grade Utility 
Stock 


Stability in Earnings Demonstrated Over Long 
Period of Years—Prospects for Increased Dividends 


By JAMES N. PAUL 


NCE known as this country’s pre- 

mier public utility company, Ameri- 

can Light & Traction Co., after 
two years of poor earnings, is rapidly re- 
gaining some of its lost prestige chiefly 
by marked improvement in its current 
earnings statements. In the days before 
high operating costs hit earnings, the 
company was one of the most conserva- 
tively managed and prosperous of our 
utility companies, but like all others of 
this class was hard hit for a time by ad- 
verse conditions which compelled divi- 
dend reductions. Financial statements 
this year, however, seem to indicate that 
the company has left its period of adver- 
sity behind and that earnings are defi- 
nitely on the upgrade. 

Briefly, American Light & Traction Co. 
is a holding company deriving its earn- 
ings from dividends received from stock 
holdings in more than a dozen gas and 
electric companies scattered throughout 
this country with a very small amount of 
traction properties among its interests. 


Coal Prices a Factor 


The company has been fortunate in the 
respect that practically all its properties 
are gas or electric companies, the trac- 
tion interests being negligible compared 
with the other interests. More than 99% 
of the outstanding stock is owned in the 
fourteen of its principal operating sub- 
sidiaries. Chief among these is the De- 
troit City Gas Co. which in size compares 
favorably with some of our largest gas 
companies. For purpose of comparison, 
this company, with its ten billion cubic 


feet of gas annual output, .is about one- 
quarter as large as that of Consolidated 
Gas Co. of New York or nearly one- 
third as large as that of Peoples Gas 
Light Co. of Chicago. Other large cities 
which are served by its gas subsidiaries 
include Milwaukee, St. Paul, St. Joseph, 
Binghamton, and Grand Rapids. Geo- 
graphically, this appears to be ample di- 
versification of its properties to insure 
earning power against any adverse local 
conditions. 

Deriving the greater part of its reve- 
nues from earnings of subsidiary gas 
companies, the price of coal is the all- 
important factor in the situation. Had 
it not been for the coal strike this year 
and high prices for fuel, subsidiary com- 
panies would have been able to make 
even better showings than they did. 
Earnings of the parent company this year 
have been by no means poor and for nine 
months ended September 30, last, were at 
an annual rate of approximately $11 a 
share. With the coal strike settled, lower 
fuel prices will mean much to American 
Light & Traction Co. 


Current Earnings 


Current earnings appear to be running 
about $12 a share annually on the com- 
mon stock and, barring an epidemic of 
drastic rate reductions, should continue 
to improve. Cash dividend requirements 
call for a $4 annual payment, so that talk 
of an increase in the dividend rate early 
in 1923 appears justified. Actual figures 
for twelve months ended September 30, 
1922, show earnings equivalent to $11 a 








Net for 
Dividends 
$4,343,126 





TEN-YEAR TABLE OF EARNINGS 


Amount Earned 


* For twelve months ended September 380, 1922. 


-— Dividends, 
Cash Stock 
$10.00 
10.00 


on Common 
$25.09 
22.32 
24.62 























S 


ge 


Price Ran 
nN 
oS 
Oo 


AMERICAN 
LIGHT & TRACTION 


S 
S 





° 1919 "4 16 ‘17 18 ‘19 22" 


*ToAug. ish. 








WAY = Prices on Detroit Stock tichange ] 








share on the common stock. Summing 
up the whole situation as regards earn- 
ings, over a period of years prior to 1918, 
figures were remarkably well stabilized 
and for the near future should improve. 
Accompanying table shows earnings over 
a ten-year period. 

While earnings are now running at the 
rate of $12 and cash payment is $4, allow- 
ance must be made out of current earn- 
ings for the 4% stock payment. In figur- 
ing what the company is earning, com- 
pared with dividend payments, conserva- 
tism requires that in addition to the cash 
payment $4 additional would have be set 
aside from earnings to cover the 4% an- 
nual stock payment. But even on this 
basis, present margin above dividend and 
earnings seems ample. 


Dividend Prospects 


It is possible that when the board mects 
early in January, 1923, it will order an 
increase in the rate to $5 cash and 5% 
in stock. This will probably depend on 
whether earnings in the meantime show 
an increase over the present rate. The 
company has always been conservatively 
managed and it is hardly likely that it 
would disburse 10% with earnings be- 
tween 11% and 12%. However, as stated 
before, a sharp upward swing in figures 
is not unlikely on account of lower coal 
prices. 

There are those who argue against pay- 
ment of stock dividends each year «s 
American Light & Traction has dore. 
The dividend policy for years has been 
to pay half the dividend in cash and half 
in stock. The company may be said ‘o 
be the originator of the plan, one which 
has been followed by several other com- 
panies. The theory of the stock dividend 
and its soundness in this case requires an 
explanation. Thus, while for years the 
company had been piling earnings back 

(Please turn to page 166) 
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New Financing Pleases Stockholders | 


Ranks High Among Edison Companies—Rapid 
Growth of Earning Power—Outlook for the Stock 


MONG the so- 
called Edison 
electric com- 
panies, The Detroit 
Edison Co., operat- 
ing in one of our 
most rapidly expand- 


© worthy of an analy- 
_ =| sis of its affairs. The 


ture is its r-pid expansion, keeping pace 
with the growth of the territory in which 
it operates, which augurs well for the 
future earning power. 


The company, with present rate of 
gross earnings running at an annual rate 
of about $25,000,000, is one of the largest 
electric light companies in this country. 
Stockholders have just authorized an 
issue of an additional $15,000,000 10 year 
6% convertible debentures, which are be- 
ing offered to stockholders, and serves to 
bring into discussion the liberal treat- 
ment of shareholders. It is estimated that 
rights will be worth somewhere in the 
neighborhood of $1.60, which, in addition 
to the cash dividend for the year, brings 
the return for the year, assuming the 
rights are sold, to close to $10 a share. 

Without advising purchase at these 
levels, in view of the uncertainty regard- 
ing movements of securities market, De- 
troit Edison Co. capital stock selling 
around 112 and paying $8 annually in 
addition to rights which are offered from 
time to time, seems to compare favorably 
with Brooklyn Edison Co. stock, which 
also pays $8 annually, selling around 120, 
or with Brooklyn Union Gas, also paying 
$8 and selling above 120. The only ap- 
parent reason for the discrepancy in the 

lling price seems to be that the Brook- 

n issues are more popular and enjoy a 
more active market. 

With a management considered excel- 
lent in public utility circles, Detroit 

dison Co. has demonstrated that it is 

consistent earner. Going back over a 
ten year period, it is shown that earnings 

ere never less than $9 a share on the 
tock with the exception of 1920, when 


By GEORGE HARRIS 


it fell to $7.50 a share on account of poor 
operating conditions. In 1921 they came 
back to above $10 a share and estimates 
for the current year are that about the 
same figure will be shown for 1922. 

Last June the Michigan Public Utility 
Commission ordered rates cut 2 cents a 
kilowatt hour and commercial power rate 
was also reduced. Despite this factor, it 
has been stated semi-officially that no 
slump in earnings is looked for on this 
account as volume of new business should 
make up for .ne reduction. 

Actual figures for nine months to Sep- 
tember 30 showed earnings on an annual 
basis of $10 a share but this rate will 
probably be increased somewhat by the 
end of the year as statement takes in six 
summer and spring months when output 
of current falls off slightly. 

Reference to the accompanying table, 
showing rapid growth over a seven-year 
period, shows that net for dividends a 
share on the increasing amount of stock 
outstanding has not increased in the same 
ratio as gross. This is explained by the 
fact that the company has been putting 
huge sums in new construction the bene- 
fit of which will not be entirely realized 
until a few years hence. Of the $15,000,- 
000 6% debentures which have just been 
authorized about half will be needed to 
cover privilege to subscribe which goes 
with the stock. The balance will be kept 
for future needs. 

It is hardly necessary to outline the 
reasons for the rapid growth of demand. 
Detroit is one of the largest manufactur- 
ing centres. Automobile and allied indus- 
ries are doing a larger business every 
year. With business again back to nor- 
mal next year, Detroit Edison should do 
the largest business in history, deriving 
the benefits of extensions to plant now 
being made. 

Of the $15,000,000 debenture issue just 
authorized, about $7,000,000 will be 
issued. Stockholders had the right to 
subscribe to them to the extent of 20% 
of their holdings. For a public utility 
company of this size, emissions of new 
securities must be expected, so that this 
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RAPID EXPANSION OF DETROIT EDISON 


* For nine months ended September 80, 1922. 
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70 
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factor is not an adverse one. This year 
the company has been planning and go- 
ing ahead with improvements costing 
more than $3,000,000 to take care of in- 
creased service and proceeds of the bond 
issue will go in part toward paying for 
this. 

The answer to issues of debentures 
which come out from time to time is the 
accompanying table showing growth of 
plant investment and gross earnings 
While at the close of 1921 plant invest- 
ment stood at $86,000,000, it has increased 
by about $6,000,000 since that time. 

Reversing the usual order, financing 
by Detroit Edison is favorable to stock- 
holders and it can be expected that in 
the future additional rights will be of- 
fered to stockholders. It is estimated 
that during the past ten years rights 
offered to stockholders in addition to the 
annual dividend brought actual yield to 
between $9.50 and $10 a share. 

Reference is made earlier, to merits of 
company’s capital stock compared with 
that of Brooklyn Edison and Brooklyn 
Union, both of which have been selling 
about eight points higher and pay the 
same dividend. Taking the rights on a 
ten-year average of say $1.50 and adding 
this to annual dividend would bring an- 
nual return of $9.50. On this basis De- 
troit Edison shows a return of 8.5% 
which is unusual for an issue of this 
cnaracter. On the other hand, uncer- 
tainties in market movements suggest 
that an opportunity to purchase it at 
lower levels may be forthcoming. To 
those interested in public utility issues, 
however, it is a stock well worth 
watching. 
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and the Oil Stocks 


A Review and Forecast 
By J. G. SWARTZ 


AN crude-oil prices advance? Will 
the consuming market be able to ab- 
sorb the immense supplies that have 

been pouring from the earth since the 
beginning of the year? What part will 
exports play in future demand? How 
drastic an effect will the decline in Mexi- 
can production have on the American 
supply? 

These are questions every oil man is 
asking and in which every shareholder 
in an oil company is directly interested. 
They are of particular importance at the 
present time because of the widespread 
feeling that the industry is nearing a 
crucial point in its career. 

The outstanding feature of the crude- 
oil industry in 1922 has been over-pro- 
duction. Substantially more oil has been 
produced than has been consumed. The 
movement reached its apex three months 
ago (July) when production was out- 
stripping consumption at the rate of some 
163,000 barrels a day. The inevitable 
effect was a decline in price. Mid-Conti- 
nent crude, which had held at $2.25 a bar- 
rel throughout the first half of the year, 
slipped off to $1.95 in July; in August it 
was down to $1.25 a barrel. That price 
represented a decline of nearly 65% from 
the peak price of 1920 ($3.50) and ex- 
ceeded the lowest price struck in 1921 by 
only twenty-five cents. 

Realizing the pass it was getting into, 
the producers made a great outcry among 
themselves, the import of which was 
that production should be throttled down. 

Much like certain nationalities which 








35 
GASOLINE PRICES 


On: 
o 


‘per Gall 


"Cents 

















**\ EITHER crude nor refined 

products seem in line for 
price-advances, barring a sudden 
revival in export trade or an un- 
expected increase in domestic 
consumption.” 











urge disarmament but refuse to prac- 
tice it, this plea for stemming output 
brought nothing more tangible than 
echoes. The first 8 months qf this year 
saw a total of over 360,000,000 barrels 
produced, or the largest in the history of 
the trade; stocks on hand rose to nearly 
265-million, also a record. 

At this point, nature stepped in to take 
care of the American producers. Mex- 
ico, whose outpourings of crude had been 
the marvel of the oil trade, and the con- 
fusion of producers, for more than a de- 
cade, fulfilled a prophecy made over a 
year before: In a large measure, it gave 
up producing crude oil and took to pro- 
ducing salt water instead. Exactly how 
serious this development was may be 
gleaned from the knowledge that in Sep- 
tember, last, Mexico’s exports of pe- 
troleum declined over 3-million barrels 
from the previous month, and were the 
smallest for any month since April, 1920, 
or twenty-nine months before. 

As a result of the Mexican upset, the 
rate by which American production ex- 
ceeded consumption steadily diminished. 
In September the differential reached its 
narrowest, only amounting to about 45- 
thousand barrels a day. In this month, 
furthermore, the additions to crude-oil 
stocks were little over 1,300,000 barrels— 
the smallest increase for over a year. 

Concomitantly, the domestic demand 
for oil and oil products maintained a 
steady increase: In every month of 1922, 
for the period covered, it exceeded the 
previous months’ rate. 


A New and Important Factor 


Were the factors discussed above the 
only ones to consider, the view might be 
encouraged that the oil industry is rapid- 
ly approaching a strong technical posi- 
tion, with the outlook favorable to higher 
prices. Mexico, as has been said, seems 
to be definitely injured as a producer, 
and no relapse anywhere could have a 
more weighty significance as regards 
American crude-oil prices. Furthermore, 
none of the recent developments south 
of the Rio Grande encourage expecta- 


tions of an early discovery of new sup- 
plies, and the republic’s contributions to 
oil supplies may therefore be expected 
to continue to decline. As said, this «x 
velopment alone might seem to forecast 
price-advances in American markets. 

However, there are other factors. And 
not the least of them is the discovery of 
an immense reservoir of oil in Wyoming 
This new potential supply has not been 
“played up” by the publicity agents, and 
for all the general public has been told 
about it, Wyoming’s holdings might be 
merely “another fairly good field.” As 
a matter of fact, development and drilling 
in Wyoming, which have gone forward at 
a remarkably rapid rate, have “brought 
into sight’ ‘a series of wells which, if 
drawn upon to their full capacity, could 
start producing tomorrow at the rate of 
three hundred thousand barrels a day; 
and if, to this total, we add the proven 
oil-bearing possibilities of the famous 
Teapot Dome, Wyoming’s potential out- 
put could reach 400,000 barrels, daily, by 
next summer. Put on a comparative basis, 
it is seen that this 400,000 rate would ap- 
proximate one-quarter of our present 
production, and would, in great measure, 
make up for Mexico’s involuntary de- 
fection. 

Fortunately for the crude market, the 
greater part of this Wyoming production 
is in strong hands, and it is a safe as- 
sumption that it will not be thrown on the 
market in a manner calculated to break 
prices. At the same time, the immense 
new supply will, it is believed, be run 
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dealers as rast as the market can stand it. 
In any event, the mere existence of this 

large available supply serves to neutralize 

Mexico’s partial withdrawal from. the 

field, and discourages expectations of 

crude price advances for a long period of 

time. A large increase in consumption 
ould, of course, force qualifying this 
clusion; but under present conditions 
seems sound. 


The Trouble with Gasoline 


Of great interest to oil men has been 
e rate of decline in the price of refined 
oducts in recent months. Gasoline, 
hich has been the main reliance of the 
finers, so far as profit is concerned, has 
clined steadily, recently reaching a point 
it far above the low level reached in 
120. 
Overproduction has been the outstand- 
g factor in this gasoline reaction. Dur- 
g recent months, in fact, production so 
wr exceeds demand that the gasoline in- 
istry will have to carry over into next 
Spring the largest stock ever known at 
this time. 
A contributing factor in this overpro- 
iction has been the improvements ef- 
‘ted in refinery practice. It is now 
possible to secure a very much larger ex- 
traction of gasoline from a given amount 
crude than ever before. How much 
greater an extraction is actually being 
tained is to be derived from the fol- 
lowing knowledge: 

The year 1920 saw 840% more 
gasoline produced than 1909 from 
only 142% more crude. Or: With 
less than 1% times as much crude to 
work on, the refiners managed to ex- 
tract nearly 8% times as much gaso- 
line! 


~~ 


This is a factor of great importance, 
although not one of which much ha’ been 
made. And its influence will increase as 
further strides in refinery methods are 
taken. 


An Interesting Incident 


Discussion of the gasoline market calls 
to mind an interesting incident: Accord- 
ing to report, the latest price-break in 
gasoline was due in large part to the 
efforts of one of the Standard com- 
panies to rid itself of enormous gasoline 
supplies it was carrying. With this in 
view, the company sold a large quantity 
of gasoline to another concern. And this 
other concern thereupon entered other 
Standard territory and offered its hold- 
ings at reduced prices. In effect, two 
Standard companies seem to have been 
in actual competition with each other 


Conclusion 


Closing our review, it may be con- 
cluded that neither crude nor refined 
products seem in line for price advances, 
barring a sudden revival in export trade 
or an unexpected increase in domestic 
production. On the other hand, the in- 
dustry continues well-bulwarked, and 
ultimate controls appear to be in strong 
hands. 

For the benefit of shareholders, it may 
be said that this prospect is by no means 
entirely discouraging. Existing prices are 
high enough for well-managed concerns 
to operate profitably. But shareholders in 
small and inefficient companies, on the 
other hand, may well consider the ques- 
tion of whether poorly managed organi- 
zations will be able to get through the 
competitive era which is approaching. 
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Pierce Oil 


Its Story to Date in Six Chapters 


rHNHE story of Pierce Oil is not to 
be told in the customary manner. 
The corporation’s career has not 
en shaped by trade conditions, property 
holdings and physical potentialities as, in 
greater part, the careers of most corpo- 
rations are shaped. Overshadowing other 
facts, a personal element has existed in 
Pierce affairs from the beginning, and it 
this personal element which is most 
equently mentioned in connection with 
the concern’s hectic record and recent 
;wnward trend. Here is the story, as 
t is told in quarters eminently qualified 
discuss the subject: 
Chapter I of the story covers the pe- 
od from 1857, almost 70 years ago, 
when the Waters-Pierce Oil Co. was 
formed in St. Louis, to 1912. The chap- 
r includes a record-of constant growth 
d development, which saw Waters- 
Pierce expand into one of the biggest 
money-makers, in respect of capitaliza- 
tion, in this country, and also its absorp- 
tion as a unit in the great Standard Oil 
Trust of more or less blessed memory. 
The end of the chapter found Waters- 


for NOVEMBER 25, 1922 


Pierce stock is selling at $2,800 a share 
Second Chapter 


The second chapter begins at the time 
when dissolution was the object of Stand- 
ard Oil, in accordance with a Govern- 
ment decree. The chapter tells how, when 
the subject came up of who should be 
made manager and chief executive of 
Waters-Pierce, the central authority de- 
cided upon certain individuals known for 
their great ability and experience in oil 
management; and how H. Clay Pierce 
objected strenuously to such a proceed- 
ing, claiming that absolute authority and 
control should vest in himself. Once Mr. 
Pierce had declared himself, a_ battle 
royal developed, which ended in court; 
and—this is something to note with care 
—Mr. Samuel Untermyer was suffi- 
ciently impressed with the facts as he 
saw them to consent to act as the Pierce 
representative in the resultant litigation. 
The second chapter closes with the de- 
cision of the Standard interests to with- 
draw from the Waters-Pierce Co., giv- 
ing Mr. Pierce the entire management 
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and control which he demanded; the 
changing of the name of the corpora- 
tion from Waters-Pierce to the Pierce Oil 
Corporation; a change in the capitaliza- 
tion; and payment to the holder of each 
share of Waters-Pierce of $1,250 cash 
and $2,625 in stock of the Pierce Oil 
company. 

The third chapter is one of the most 
dramatic to be found in industrial an- 
nals. It is crowded with a series of 
events, all of them, or practically all of 
them, of a character opposed to the in- 
terests of the Pierce Oil Corporation. 
Costly fires; declining earnings; further 
litigation—these were among the stum- 
bling blocks which appeared in Pierce 
Oil’s way. The chapter would not be 
complete without including some of the 
sentiments expressed here and there, at 
the time, to the effect that the antagonism 
of wealthy interests was the basic cause, 
the original source, of all the company’s 
troubles. It closes with Pierce Oil shares 
selling at 33—the same stock that had 
sold at 116 on.y a few months before. 

The fourth chapter is comparatively 
free of court-scenes and the like. It is 
composed largely of the concern’s indus- 
trial and financial career. Starting the 
chapter at the year’ 1916, it tells how, 
from 1916 to 1920, inclusive, the corpo- 
ration earned ample balances for its com- 
mon shares resulting, for the years men- 
tioned and in their order, in the follow- 
ing percentages per share of common: 
17.69%; 9.30; 15.06; 9.79; 9.39. Also, 
the record slows a complete effacement 
of the funded debt, which had exceeded 
13-millions in 1917. This chapter, to the 
casual observer, is encouraging. 


Fifth Chapter 


The fifth chapter begins with the year 
1921. It is a chapter full of discourage- 
ment and tragic happenings. It shows 
how the concern’s operating income 
crashed down from the 6.7-millions (in 
round numbers) of the previous year to 
only slightly over 1-million. It tells of 
a 5-million dollar deficit encountered be- 
fore bond interest; it shows how the cor- 
poration’s total surplus, which had been 
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more than 10-millions in 1920, was re- 
duced to considerably less than 3-millions 
in 1921, and how working capital slumped 
off from over 11-million to $6,590,415. 
The climax of the chapter comes when 
Pierce Oil passes its preferred dividend. 

Appended to this chapter, there is an 
analysis of the Pierce Oil Corporation’s 
capital obligations at the close of 1921. 
The analysis shows that, to take the place 
of the old funded debt of 13-millions, 
there is an issue of 8% cumulative pre- 
ferred outstanding amounting to 15-mil- 
lions. Also that, during the year 1921, 
a new debt had been created of $2,000,- 
000 10-year sinking-fund debenture 8s. 
Finally that, whereas Pierce Oil's inter- 
est requirements are much smaller than 
they were when the bulky funded debt 
of 1917 was still outstanding, neverthe- 
less there is a preferred dividend require- 
ment of $1,200,000 annually interposing 
between the common stockholders and 
earnings, whereas debt interest in 1917 
was only $717,000 and there was no pre- 
ferred stock. 

The last chapter starts with the Pierce 
Oil management’s realizing that assis- 
tance must be obtained if the corporation 
is to, struggle through. Part of the chap- 
ter is hearsay, and is mentioned only as 
a reflection of current thought; that part 
being one which describes the Pierce 
management approaching such organiza- 
tions as might be expected to have use 
for its big distributing facilities, among 
them, for example, Royal Dutch; and of 
nothing coming of the endeavor until 
H. L. Doherty issues an announcement 
which shows that he has become inter- 
ested. The Doherty announcement makes 
the hearsay credible, inasmuch as Doher- 
ty interests are known to command a 
large production. 

At this point (October 3, 1922) a meet- 
ing of the Pierce Oil Corporation is held; 
and the results of the meeting prove to 
have included the re-election of Henry 
Clay Pierce, as Chairman of the board of 
directions and the election of Henry L. 
Doherty and Alton B. Parker as direc- 
tors. Then comes a bombshell: 

A group of preferred stockholders, dis- 
satisfied with the conduct of the Pierce 
Oil Corporation, band together for the 
purpose of setting aside the election. 
They assert that the election is null and 
void due to a certain express protection 
clause included in the provisions sur- 
rounding their holdings. That clause, ac- 
cording to an excerpt, reads: “Preferred 
and common stockholders entitled to one 
vote per share, except for the election 
of directors, when preferred has no power 
unless four quarterly dividends thereon 
are deferred, in which event it has ex- 
clusive right to elect directors.” The 
preferred stockholders assert that four 
quarterly dividends have been so de- 
ferred, that they are the sole electors in 
the corporation for that reason, and that 
no management, not satisfactory to them- 
selves alone, can continue in office. 

The existing management denies the 
assertion, and forms a committee. On 
that committee are Judge Parker, Mr, 
Doherty and Mr. Pierce. The preferred 
stockholders press their claim and form 
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their committee. And the spokesman of 
the preferred stock committee proves to 
be Samuel Untermyer, the same _ indi- 
vidual who had battled so successfully on 
behalf of Mr. Pierce some ten years be- 
fore. Into this latter fact it is possible 
to read a refutation of the one-time 


theory that antagonism of wealthy inter- 
ests was responsible for Pierce Oil's early 
troubles. 

The matter goes into the courts, and 
the chapter closes with a decision in the 
New York Supreme Court directing of- 
ficers of the company to call a meeting 
of preferred shareholders in Richmond 
Va., on December 2nd next for purpose 
of electing a new board of directors. 

What the next chapter in the Pierce 
Oil industry will contain, time alone can 
tell. Evidently, the question of whether 
H. Clay Pierce shall continue in control 
will be finally decided in this chapter. 

If the Pierce-Doherty faction wins, 
there are those who believe that Pierce 
Oil has nothing in prospect but continued 
irregularity in earnings, continued fac- 
tional differences, and continued unsatis- 
factory results for shareholders. If the 
opposing party is victorious, a complete 
change in Pierce Oil methods is looked 
for, but no very big results at least for 
some time— That is, it is believed that 
the remaking of Pierce‘Oil and its estab- 
lishment on a sound financial and indus- 
trial footing, even by a new management, 
would be a work of years. 

In any event, the company’s record 
is discouraging and no very attractive 
prospect is in view, and to purchase 
any of its securities just now would 
appear to be buying into trouble. 





If I Held Island Oil— 


as a going proposition, is largely de- 
pendent upon its production for its 
earnings. 

The company’s production resources 
are described as oil rights in approxi- 
mately 70,000 acres in the light oil pro- 
ducing fields of Mexico; in addition, the 
company has large acreages in Cuba and 
Colombia. 

In June, 1920, oil was being shipped 
from these Mexican properties at the 
rate of 40,000 barrels a day. The actual 
production for the year 1920 was only a 
little short of 13 million barrels. 

Rumors of salt water invasion at these 
Mexican properties pervaded the financial 
district in the Fall of 1920. These rumors 
were denied at that time before a repre- 
sentative of this publication who sought 
information at the office of interests 
closely associated with the property. 

The company’s results since then have 
been increasingly bad. For the last seven 
months of 1920 less than 15% of the en- 
tire year’s output was produced. The 
year 1921 saw production for the first 
five months—the big months of the pre- 
vious year—down practically 50% from 
the same period in 1920. Up to May 31 
of the current year, Island Oil was able 
to produce only 1,353,247 barrels of oil— 
424,000 barrels less than in the same 
period of 1918, when development work 
was still proceeding. 

The collapse in the corporation’s pro- 
duction retufns has been reflected in its 
financial results. Before depreciation and 
depletion in 1919, Island cleared more 


J iss 3 esi from its record, Island Oil, 


than $1,226,000, and for 1920 nearly 
$8,000,000. But in the first five montlis 
of this year the operating income was 
only $133,332, which is an average of 
about $27,000 a month, and at the rate 
of only $324,000 a year. The balance 
sheet as of May 31, 1922, shows cash 
down to $284,000 (in round numbers) 
against $934,0000 at the close of 1920. 
Current assets, less reserves, fell short of 
current liabilities by over $747,000. 

The corporation’s unfortunate experi- 
ence having led into a receivership, the 
usual protective committees have been 
formed. These are following precedent 
by the customary heated abuse, mud- 
slinging, charges and counter-charges. 

Ignoring the personalities which have 
recently constituted about all the Island 
Oil news to be published, it is evident 
that the corporation has lost the greater 
part of its earning power (if an oil com- 
pany’s earning power is measurable by 
its producing power) and, furthermore, 
that its financial condition can be 
remedied only by drastic measures. 
Ahead of the 25 millions of capital there 
are $3,351,000 8% notes, which may be 
expected to hold the upper hand. 

Under these conditions, the present 
price of the stock ot 50 cents a share does 
not seem at all too conservative. In fact, 
less reason for buying it occurs than in 
the case of most other oil securities on 
the list. If he were, by some unfortunate 
contingency, a holder of the stock, the 
writer would accept the first offef re- 
ceived for it, and put the proceeds in the 
bank. 
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Position of Leading Metals 


How Copper, Lead, Silver and Zinc Are Faring—Outlook for Prices 


the mining industry with com- 
panies struggling manfully against 
many odds. Copper companies, as a rule, 
are probably not as well off as the other 
etal producers. As the following skele- 
ton table indicates, there has been prac- 
ally no improvement in the price of 

e red metal. Copper today, except for 
the low-cost producers, is not a profitable 

etal to get out of the ground. Most 

oducers today are struggling to cut 
lown their cost of production, a rather 
ficult thing in view of the rising ten- 
lency of wages. Nevertheless, there has 
been actually some progress of late, es- 
cially with regard to increased produc- 

m. Reason for higher production of 

day is to be found not in the desire to 

ke advantage of high prices—for there 
are no high copper prices—but to lower 

e cost of production per pound by in- 

easing the output at the same gross ex- 
ense. 

Labor difficulties are still holding back 
-opper producers, with the situation most 
acute in Butte, Montana. Higher wages 
may be a result within several months, 
espite the poor net earnings showing of 
nost of the producers. 

Outlook is more encouraging than a 
year ago, but nothing to get excited 
about. Consumption of the red metal 
continues to gain rather gradually and 

itlook is for demand to increase unless 
foreign situation becomes more uncer- 
tain. Volume of exports is about the 
same as last year, perhaps a little more. 

So far as earnings are concerned, the 
outlook cannot be said to be impres- 
sive. Certain of the very low-cost 
producers will probably make a re- 
spectable showing if the present rate 
of business keeps up, but the outlook 
for the others isa bit dubious. The 
high-cost producers face nothing 
promising. 


( NONDITIONS are generally better in 


Lead 


The lead producers have emerged 
rom their period of depression and are 
aking money. A glance at the accom- 
panying table will show the wide spread 
‘hich exists between current prices and 
hose of nearly a year ago. Prices in 
that period have advanced about 50%, no 
small advance for these uncertain busi- 
ness times. The American Smelting & 
Refining Company, the leading interest in 
the field, has profited greatly from de- 
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By JEROME W. THORNTON 


velopments of the past year and is now 
on a profitable operating basis. 

A large tonnage of the metal is being 
shipped regularly and trade is very brisk 
even at the higher quotations now pre- 
vailing. So far as statistical supply, 
there is no dearth, but neither is there an 
over-supply. Demand is fully capable of 
taking up what the trade has to offer. 

Operations from lead production 
should be more profitable this year 
than for a considerable period and 
companies with lead production an im- 
portant part of their business, should 








PRICES OF LEADING 
METALS 
(Cents Per Pound) 


Jan. 1, 
1922 


Nov. 15, 
1922 
7.00 
67.75 
7.05 
13.75 


* Per ounce. 




















return a sizeable profit this year. The 
outlook for next year is also good, 
though it is possible that price levels 
will not hold up quite to present levels. 


Silver 


Though world silver prices remain de- 
pressed, there is a surprisingly large 
volume of ctivity among silver pro- 
ducers. These companies are taking full 
advantage of the Pittman Act calling for 
purchase of the white metal at $1.00 an 
ounce. With world silver quoted at 6734 
cents, the desire of producers to take ad- 
vantage of the domestic price of $1.00 is 
understandable. There remains 70 mil- 
lion ounces to be purchased by the Gov- 
ernment under the Pittman Act, and at 
the rate of production, probably no more 
than 18 months will elapse before this 
amount will be taken up. After that 
time producers of the white metal will 
have to compete in world markets, which 
means a much lower price than the one 
they are now receiving. In the meantime, 
they mean to take full advantage of the 
high price which the Government is 
legally compelled to pay. 

Under the circumstances, there has 
been great stimulation of silver produc- 
tion. Zinc nd lead producers with a 
large content of silver have been greatly 


encouraged by $1.00 silver, no less than 
by the higher prices received for lead and 
zinc. Earnings results for the larger 
interests this year, and so far as can 
be seen, next year should be on a com- 
fortable basis. 


Zinc 


The only unfavorable element in the 
zinc situation is the difficulty with which 
producers are meeting with regard to 
securing full labor quotas. Otherwise 
conditions are very satisfactory. Prices 
are high and at current levels show an 
advance of about 45% from the price 
nearly a year ago. Statistical position 
remains strong and there is not much en- 
couragement from the buyer’s viewpoint. 

How the statistical position of zinc has 
improved in the past year may be seen 
from the fact that since June, 1921, there 
has been a reduction of no less than 80% 
in stocks on hand. Thus in June, 1921, 
stocks on hand amounted to 92,408 tons 
whereas at the beginning of October 
they amounted to only 18,806 tons. It is 
obvious from this why zinc prices should 
have advanced so materially this year. 
Despite the increase in production stimu- 
lated by the advance in prices, the statis- 
tical position remains very strong and 
bids fair to remain so for a considerable 
period. The outlook for zinc producers, 
accordingly, is quite satisfactory. 


Conclusion 


Viewed broadly, companies whose main 
production is copper, and producers of 
lead, zinc and silver are in an entirely 
different position. The former are still 
struggling under the handicap imposed by 
low prices and increasing labor costs, and 
though some headway is being made with 
regard to lowering unit cost of produc- 
tion via the simple route of increasing 
volume of output, the results so far as 
earnings are concerned, are not impos- 
ing nor are likely to be as long as copper 
prices remain low, and at this writing 
the outlook for an important advance in 
the metal does not appear very good. The 
silver-lead-zinc producers, on the other 
hand, are in a comfortable position, at 
least for the time being. 

So far as the mining shares are con- 
cerned, there is not much to get en- 
thusiastic about in the present position 
of the copper producers, but the silver- 
lead-zinc securities, from a view of pres- 
ent conditions, appear more attractive. 








Chino Copper Company 





Higher Production Costs a Handicap 


Trend in 


Finances — The Company’s 


Margin of Profit—Outlook for the Shares 


URING the past several months, 

the average reader of market com- 

ments has received generally opti- 
mistic impressions, particularly with re- 
gard to the large copper companies. He 
has been reminded from time to time of 
the apparent improvement in the copper 
situation, especially the reduction in un- 
sold stocks of metal, which are reported 
to be nearly normal, and the resumption 
vf buying on the part of large consum- 
ers, and a more favorable market in cer- 
tain foreign countries, with Germany and 
France the best customers. 

With the widespread consumption of 
continuous and progressively favorable 
comment on the situation, accumulation 
of copper shares began in the early stages 
of the recent bull market, and the aver- 
age price of these shares advanced to a 
higher level than was justified by actual 
developments. 

Now, in spite of the favorable statis- 
tical position of the metal, the larger cop- 
per companies, and particularly those 
that are not in the most favorable posi- 
tion with regard to average production 
costs, cannot make any money, because 
costs are higher than anticipated, owing 
to inefficiency of available labor, and be- 
cause the demand has not come up to 
expectations. All of this indicates that 
the discounting action of the stock mar- 
ket in the copper shares has been over- 
done. 

Chino’s Costs 


Chino is one of the large porphyry cop- 
pers that must face this situation with 
a certain amount of disappointment for 
the time being, for it is not among the 
lower-cost producers, and it has no par- 
ticular advantages so far as the market- 
ing of its products is concerned. During 
the past five years Chino’s costs have been 
above the present selling price of cop- 
per, and during the past two years aver- 
age costs have been above the average 
price received for its products. 


By C. S. HARTLEIGH 


The accompanying graph shows that 
its average cost of producing copper has 
been well above 14c., and since the com- 
pany resumed operations in 1922, al- 
though the costs have been reduced to 
about 13.7c. a Ib., there is little margin 
of profit on 14c. copper. Moreover, little 
of its copper has been sold as high as 
14c., as the bulk of sales averages lower 
than this, and considerable metal has 
changed hands below 13%c. during the 
past month. 


metallurgical efficiency, for the quantity 
of copper recovered per ton of ore treat- 
ed increased from 24 Ib. in 1919, to 
24.93 Ib. in 1920, and 26.28 Ib. in 1921. 
This improvement is further illustrated 
by the fact that the percentage of the 
copper in the ore which was actually re- 
covered increased from 65.67% in 1919 
to 77.36% in 1921. 

While all of this is interesting and 
constructive, so far as technical opera- 
tions are concerned, the developments 
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CHINO COPPER 


--Price Range—, 
High w 


Av. price 
rec'd per 
Ib. copper 
produced 


15.64c. 


Av. cost 
per lb. 
copper 

7.23c. 
8.50c. 
7.85c. 


Earnings 
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Such questions as quantity of ore in re- 
serve have little influence on the present 
situation, although it is of interest to ob- 
serve developments in this direction. Ac- 
cording to latest estimates, the company’s 
reserves are placed at over 105 million 
tons, which indicates an increase over 
the 95 million tons which obtained for 
several years. However, the average per- 
centage of copper per ton of ore in re- 
serve has been reduced from about 1.65% 
to about 1.53%. Results of milling opera- 
tions indicated that the average percen- 
tage of copper in the ore milled was over 
2% up to the end of 1915, thereafter it 
fell off to 1.83% in 1916, 1.76% in 1920, 
1.7% in 1921, and 1.55% for the bulk of 
the material mined during the current 
year. 

On the other hand, it appears that con- 
siderable improvement has been made in 








% 
copper 
per 
ton 
reserves 


* Second Quarter. 








CHINO’S ORE RESERVE AND PRODUCTION STATISTICS 


Tons 
ore 
milled 


Lbs. 
% of copper 
copper recovered Total Ibs. 
per ton copper 
of ore produced 
25.60 27,776,088 
27.37 50,511,661 
28.705 53,999,928 
28.697 64,887,788 
72,319,508 
79. 235 


24.42 
75,635,641 
706 


Av. 
daily re- 
tonnage covered 


22.706 
20.676 


23.97 40, 
24. 44,051,849 
26. 9,187,282 














that are of particular interest to the stock- 
holders are not so reassuring. For ex- 
ample, from the very large earnings of 
$14.56.a share in 1916 and $10.93 a share 
in 1917, largely the result of war demand, 
the earnings per share fell off to $4.49 
in 1918, $1.50 in 1919, $1.51 in 1921, and 
ran into a deficit in 1922. 


Financial Position 


With regard to the financial position 
of the company, ic is satisfying to note 
that it may be considered comfortable, 
although net working capital has fallen 
off regularly from about 9.7 millions in 
1916 to about 1.7 millions in 1921. This 
trend would become uncomfortable only 
if it should continue. The present out- 
look is that the company is likely to be 
able to at least hold its own in this re- 
spect. 

The company’s mining property is one 
of the oldest in the U. S., the old Santa 
Rita del Cobre, opened in 1804 by the 
Spaniards. After considerable difficulty 
over titles, the Chino Copper Co. finally 
secured patents on 183 claims having an 
area of 3,150 acres. Additional claims 
are held under possessory title, vringing 
the total number to 214, with an aggre- 
gate area of 3,600 acres. All of the min- 
ing property is located at Santa Rita, 
New Mexico, the company’s mill tracks, 
with water rights and area for tailing 
disposal having an area of over 10,000 
acres, are located at Hurley; New Mexico. 

The concentrating mill at Hurley, nine 
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miles from the mine, has a capacity of 
over 12,000 tons a day, and a 5,000-ton 
plant for the treatment of tailing has 
been built to handle several million tons 
of previously discarded material which 
is available for treatment. The 5,000 h. p. 
electric generating plant near the mill, 
supplies power for mining, milling and 
pumping operations. An adequate sup- 
ply of coal is received from the Gallup 
American Coal Co., in which Chino has 
an equal interest with Ray Cons. Copper 
Co. and American Smelting & Refin- 
ing Co. 

Ore reserves and production statistics 
are set forth on the accompanying table. 


Conclusion 


The shares sold above 50 during the 
summer of 1919, when the steady de- 
cline began which carried them down to 
below 17 near the close of 1920. There- 
after the tide turned and the shares were 
accumulated, first around 21 to 22, and 
later from 27 to 28. Following the lat- 
ter period of accumulation, strengthened 
technical position, with the aid of gen- 
erally optimistic reports of the industrial 
situation, resulted in an advance to above 
33. This was of short duration, how- 
ever, as the price fell back to 30, at which 
level liquidation took place on the part 
of those most familiar with underlying 
developments in thé metal market, and 
the knowledge that the copper producers 
would have to face at least a temporary 
disappointment with regard to both oper- 
ating costs and ability to market their 
product at a profit. The shares have de- 
clined to around 25 and lower, where 
they may find a resting place for the 
time being, although the recent reactiona- 
ty tendency of the general market is 
quite likely to carry them a little lower, 
particularly in yiew of the fact that real 
prosperity for the copper companies may 
have to be postponed for another six or 
twelve months. 


Under present conditions the pur- 
chase of Chino shares is not consid- 
ered advisable, but a neutral attitude 
should be preferred until such time as 
the general market finds a resting 
place, and until Chino shares in par- 
ticular show that they have recovered 
their equilibrium under influences now 
at work. 


Nevada Consolidated’s 
Position 


Prospect of Earnings from Development of High-Grade Ore 
By D. I. CASETT 


F the large porphyry coppers of the 

West, Nevada stands next to Utah 

in point of production, its total 

output since the beginning of its opera- 

tions amounting to just about half that 
of the larger producer. 

In common with other porphyry cop- 
pers, its production costs advanced 
rapidly in 1917, and still remain compara- 
tively high. During the past three years 
it has had difficulty in keeping its aver- 
age costs below the average price re- 
ceived for its copper. However, its small 
margin of operating profit in 1920 and 
1921 was a more encouraging perform- 
ance than was accomplished by several of 
its competitors. 

The ore reserves remain at above 63 
million tons, having an average copper 
content of 1.58%. One of the outstand- 
ing favorable developments with regard 
to the physical condition of the property 
during the past two years has been the 
development of the Ruth mine. This 
property has added substantial quantities 
of payable porphyry ore to the reserves, 
and what is more important, over 400,000 
tons of direct smelting ore averaging 
about 7% copper. The exploitation of 
this high-grade ore assures a substantial 
profit on this grade of material, and inci- 
dentally serves to lower the average cost 
of production. 

The outstanding unfavorable influence 
during the past year was the unfortunate 
loss of the mill, which was burned on 
July 10, 1922. This caused almost a com- 
plete shut-down of the property for a 
short period, and naturally enforces 
operations at a considerably reduced 
capacity until the plant can be replaced. 
Since the latter part of July, available 
equipment permitted the company to 
maintain an output of about 3 million Ib. 
monthly, and this will be increased as 
soon as the milling plant can be rebuilt. 
During the quarter ended June 30th, 
1922, the company treated nearly 30,000 


tons of direct smelting ore from the 
Ruth mine, which averaged 6.35% copper. 
Average cost during this quarter, includ- 
ing all usual expenses, and also abnormal 
expenses incident to resumption of opera- 
tions, was 13.lc a Ib. 

The company’s property is located near 
Ely, Nevada. The total mineral area 
aggregates 1,157 acres, divided into two 
groups, the Eureka and the Ruth. In 
addition, 523 acres of mineral ground was 
acquired from the Cumberland Ely Cop- 
per Co. The company also owns the 
Nevada Northern Railway, 193 miles in 
length, connecting the mine with the mill, 
and the latter with the Western Pacific 
Railroad at Shaster, and the Southern 
Pacific at Cobre, Nevada. The company’s 
Steptoe plants include mill land smelter 
of 13,000 tons daily capacity. 

Litigation with the Minerals Separation 
North American Corporation has been 
settled out of court, and a favorable 
agreement has been entered into cover- 
ing a license for the use of flotation 
processes. 

Some time ago there was considerable 
discussion regarding a possible merger 
of several of the large copper companies, 
including Kennecott, Mother Lode, Chile, 
Braden, Chino, Utah, Ray, and Nevada. 
If this merger is finally consummated, it 
is believed that Nevada will occupy a 
prominent and favorable position therein. 

After selling above 21 in 1919, the 
shares declined to as low as 8 in 1920. 
Advancing this year from $10 a share, 
the stock reached as high as $20, in sym- 
pathy with the general market. Then, 
with the additional influences incident to 
postponement of prosperity in the copper 
industry, gradually fell off to $14. Al- 
though purchase of these shares is not 
advised in the light of the present re- 
actionary tendency of the general mar- 
ket, they intrinsically will offer an at- 
tractive speculation if conditions in the 
industry show further improvement. 
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NEVADA’S OPERATING STATISTICS 
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1921. 


3,410,495 
33,283,348 
62,772,342 
78,541,270 
63,063,261 
64,972,829 
49,244,056 
62,726,651 
90,735,287 
82,040,508 
76,607,062 
43,971,892 
48.311,985 
69,362,325 

$*11,635,910 


§ Before depreciation. 


Earnings 
Per 
Share 


Average 
Selling 
Price 


Cost of 
Copper 
Produced 
6.42c. 
7.47c. 
7.05c. 
6.97c. 
8.33c. 
9.51c. 
9.82c. 
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Membership in the Federal Reserve 


Is It Desirable to Banks?—Advan- 
tages and Disadvantages of Membership 


S membership in 

the Federal Re- 

serve System de- 

sirable for a bank? 

This question is now 

being asked in a good 

many parts of the United States with an 

increasing degree of emphasis. The an- 

swer to it is not very easy to give. It 

depends entirely on what kind of a bank 

is making the inquiry. In some circum- 

stances, membership is not only desirable 

but essential; in others it is at least open 
to question. 


Case of the Irving Bank 


What one large city bank thinks about 
this matter has been indicated by the re- 


withdrawn in the same way although they do give them up, it is asserted, the 


none for a long time that is as large and 
successful as the Irving. Some of them 
have taken membership in the Federal 
Reserve System after leaving the Na- 
tional system, but they are in the minori- 
ty. Surrender of a national charter 
usually means going out of the Federal 
system too. 

It must be admitted that when a bank 
takes a state charter it is very much 
harder to hold as a member than when 
it has a national charter. As a national 
bank its membership in the reserve sys- 
tem is compulsory; as a state bank volun- 
tary. And it is worthy of note that 
within the past few months the Reserve 
System has lost a number of valuable 
state-bank members. During the past 
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NUMBER OF BANKS IN FEDERAL RESERVE SYSTEM 


7———Number of Banks———_, 


-Resources 
(In millions) 
Total National State 
7,615 11,790 
7,606 13,920 
7,653 16,282 
8,213 18,347 

Hy | 
20,510 
20,698 


6,104 
8,628 

















cent action of the Irving National Bank 
of New York which arranged a plan of 
consolidation with the Columbia Trust 
Co., of the same city, the combined insti- 
tutions=taking out a charter under the 
laws of the state of New York. Sortie- 
how or other the impression seems to 
have got about that in so doing the Irving 
National was withdrawing from the Fed- 
eral Reserve System. Nothing of the kind 
is true since it is officially announced 
that the Irving-Columbia, although or- 
ganized under state laws, expects to be- 
come a Federal Reserve member. Thus 
the Irving leaves the national system but 
remains in the Federal Reserve System. 
A good many other national banks have 


150 


month or two the number of banks com- 
ing in has been just about equal to those 
going out with the.advantage a little bit 
on the side of the latter. This is a very 
different situation from that which ex- 
isted three or four years ago when state 
banks were eager to enter the system 
and applications for admission were 
stacked ” in the offices of the Federal 
Reserve Boafd awaiting action. Many 
persons think that if monéy*cOriditions 
are maintained about as at present there 
will be a pretty large exodus from the 
Federal reserve system. Others believe 
that an increasing number of national 
banks will give up their charters, espe- 
cially banks of the larger class. When 


tendency of these banks to remain out of 
the reserve system instead of applying 
for readmission as state banks is likely 
to prove increasingly strong. There is a 
good deal of statistical and other evi- 
dence to indicate a certain amount of 
basis for this view. 


Dangers in Reserve System 


The great danger now feared by 
tional banks which are now members 
the Reserve System is that under the |! 
islation that Congress is expected to pass 
the assets of reserve banks may become 
very much involved in long-term fi 
paper. Should they do so the result 
would be to withdraw funds gradually 
from the Eastern and Northern districts 
and to keep them continuously investe 
in loans to farmers in the South and 
West. These loans might or might : 
be liquid, probably would not be. The re- 
sult would be to make the reserve banks 
less and less able to care for the actual 
needs of their own members and especial- 
ly to protect the commercial community 
Outside of this of course is the ever 
present. dange: of increased competition 
Large ‘state banks which are able to es- 
tablish branches as they please, some- 
times within the cities in which they are 
located, sometimes throughout: the states 
where they are located, sometimes prac- 
tically where they choose, are giving na- 
tional banks a very severe “run for their 
money.” Overhead expenses are very 
heavy in cities where high-priced presi- 
dents and vice-presidents constitute 4 
considerable bill. 

The broadening of business through 
branches has long been desired and 2 
good many national banks have acquired 
a few branches in their own localities 
through mergers or purchases. Now tiiey 
are taking a much wider range in their 
activities with the result that the national 
bank managers find it is very hard to 
keep up with them under their charter 
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mitations. This is really the 
assigned reason for the surrender 
y the Irving national of its char- 

r. It is undoubtedly a consid- 
ration that has a great deal of force in 

me parts of the country and which will 
nd to take banks out of the system 
pore or less. 


3ystem Never Meant for All Banks 


In addition to these considerations of 
fact (or of fear for the future) is the 
.nderlying circumstance that the Federal 
Xeserve System was never meant for all 

e banks of the country. It was intended 
for those doing a commercial business, 

d is really adapted only to them. It 

ight always to have been restricted in 

at way. At the outset, however, per- 
ission was given to the state banks to 
me into the system as a means of safe- 
guarding them against competition and 
then a good many of them were actually 

iven in by stress of war. There are a 

eat many banks, both national and 
state, to whom the system has never been 

the slightest service. This is partly 
jue to the fact that the jealousy of mem- 

r banks has prevented Reserve banks 
from going into the open market and do- 
g real business on a large scale while 
is partly due to the fact that a good 
lcal of the member banks never had and 
are not likely to have in the present 
urse of their operations paper that 
ould by any reasonable stretch of the 
iagination be eligible for purchase at a 
serve bank. It was a mistake to in- 
ice banks of this kind to come into the 
stem and now that they have got in 
ey are unhappy. Only about 50 per 
nt of the banks are rediscounters and 
icluded in this 50 per cent are a great 
any who have never rediscounted a 
llars’ worth of paper. They can hard- 
be blamed if they begin to feel restive 
a time when they no longer fear a 
nic or disturbance and so wonder 
hether they might not look after their 
yn interests rather better than the Re- 
serve Bank looks after them. This is of 

urse an imminent possibility. 
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Restrictive Regulations 


Add to this state of things the fact that 
mptrollers of the Currency have from 
me to time either as a result of law or 
ccause dictated issued regulations which 
ade it difficult for a national bank to 
set along comfortably while its competi- 
S are now enjoying very decided ad- 
ntages through the establishment of 
branch banking, and it is easy enough to 
ee that the argument in the minds of a 
od many bankers in favor of leaving 
Reserve System is growing very 
strong. No doubt such argument is bol- 
stered up a good deal and supported by 
1c fact that political tinge, that has been 
given to the management of the Reserve 
Board coupled with the proposal to ap- 
point a farmer as a member thereof, have 
scared a good many bankers and another 
motive is added to the predisposition of 
those who are already inclined to “get 
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out.” Reserve banks themselves have 
done what they could to make the mem- 
bers comfortable. with the establishment 
of good friendly relations but that is not 
enough to insure the retention of mem- 
bers. 


What Ought a Bank to Do? 


So far as the question of membership 
in the Reserve system is concerned the 
question of bank policy is comparatively 
easy. This, let it be understood, is not 
the question of membership in the Na- 
tional banking. That is an entirely dif- 
ferent matter. But as for membership 
in the Reserve System itself the decision 
should be reached entirely on the basis 
of the bank’s own business and the service 
of the reserve system. If the bank has 
a good deal of paper which is redis- 
countable and expects to continue to have 
such paper; if, moreover, experience has 
shown that it is likely to want accommo- 
dation occasionally or perhaps more or 
less continuously, there is every reason 
why it should join the reserve system. 
If it is a bank or trust company with 
slow, non-liquid assets with non-commer- 
cial business there is no reason why it 
should become a member or retain mem- 
bership. The argument often used to the 
effect that the bank owes it to the country 
to retain membership, is baseless. It owes 
the duty to its stockholders which is su- 
perior. The reserve banks, if they want 
to retain members, must bestir them- 
selves and find ways of rendering service 
that will make them attractive to their 
clientele. 

Present Situation 


Under the Federal Reserve Act all Na- 
tional banks are members of the Federal 
Reserve System; and State banks and 
trust companies may apply for admission. 
State institutions may also withdraw 
from the system. The table on the op- 
posite page, shows the number of mem- 
ber banks, both National and State, and 
their resources on June 30 of each year 
since 1915, as compiled by the Federal 
Reserve Bank of New York. 

The variation among the different 
States in the proportion that member 
banks bear to the total number of banks, 
appears in the following table. It shows 
also the proportion that the resources of 
member banks bear to the total banking 
resources of each State. For conve- 
nience, the sum of the deposits, capital, 
surplus and undivided profits is taken to 


reflect the resources of banks. 

The percentages are based upon 

-_ figures taken from the report of 
the Comptroller of the Currency, 
show the condition as of June 30, 
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and 
1921. 

Per cent 
of member 
: banks resources 
State to total to total 
Maine 55 54 
New Hampshire...... 69 60 
Vermont “os 41 
Massachusetts 71 se 
Rhode Island......... 61 4 
Connecticut .......... 5l 


Total—New England 
States 


Per cent 
of member 


New York...... 

New Jersey.. 
Pennsylvania .. 
Delaware 

Maryland vaine 
Washington, D. C..... 


Total—Eastern 
States 


Virginia 

West Virginia 

North Carolina 

South Carolina........ 
Georgia 

DN necineeeesteee 
Alabama 

Mississippi 

DOEEEED coccccccvess 
Texas 

Arkansas 

Kentucky 

Tennessee 


Total—Southern 
tates 
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Illinois ..... 
Michigan 
Wisconsin 
Minnesota 

Iowa 
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North Dakota......... 
South Dakota 
PPD occcesesceee 
Kansas 
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Total—Western 
States 


Washington 
Oregon .......... 
California 

aho 
Utah 
Nevada .... 
Arizona 


Total—Pacific States 

Grand Total 
It will be seen that in general the 
highest proportion of membership and of 
member banks resources is in the north- 
eastern States. 
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Legislative Prospects in Finance 


Uncertainty Regarding Federal 


Reserve 


Appointments—Taxation Outlook Doubtful 


Washington, Nov. 14. 
HE results of the election, as made 
known to legislators and executive 
officers of the Government, have 


proven anything but gratifying. It had 
not been expected that so serious a re- 
verse would be met at the polls by the 
Administration, and the question what 
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effect this would produce upon the 
general situation is an open one. 
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However, the prevailing impres- 
sion indicates that an unfavorable 
outcome is to be expected, in so far as 
banking and financial action is concerned. 

The most immediate influence of the 
election is seen in the matter of appoint- 
ments to the Federal Reserve Board. 
There has been a good deal of discussion 
as to what the President would probably 
do in this matter which has been allowed 
to hang fire so long. Shortly before the 
election, the rumor gained ground among 
politicians that if the outcome at the 
polls should be tolerably favorable to 
President Harding, the dissatisfaction of 
the farm bloc might be risked with the 
result that W. P. G. Harding might be 
reappointed to the headship of the board. 
The result of the election has not been 
such as to strengthen or confirm any such 
prediction, but quite the contrary; and 
there are a good many who now predict 
that Mr. Harding, who has gone to Cuba 
at the instance of the President, will not 
be renamed. In spite of this fact, 
financiers who are usually in the very 
closest touch with what is going on in 
political circles, state positively that a 
renomination may be expected. There is 
thus the same uncertainty and doubt that 
has existed as regards this matter for a 
long time past. At all events, the elec- 
tion is conceded to have made it much 
more difficult to get satisfactory action 
from Congress with reference to the 
proposed appointment, whocver may be 
selected. 


As to Legislation 


The question of legislation on banking 
has been affected in a somewhat similar 
manner. Constructive amendments to 
the Federal Reserve Act or to the 
national banking laws are now regarded 
as being, to all intents and purposes, out 
of the question for the next year or so, 
and probably for a good deal longer than 
that. So far as the coming session is 
concerned, it will, of course, be very dif- 
ficult to secure the adoption of anything 
that has a definite significance or impor- 
tance. This is always true at the short 
session, because of the successful re- 
sistance that can be offered by recalcitrant 
legislators who want to obstruct for the 
sake of obstruction. The only good fea- 
ture of the present situation is that it is 
likely to exert a restraining influence 
upon undesirable or vicious measures, 
just as upon good ones, inasmuch as bills 
of either kind are subject to the same 
sort of obstructive tactics and that these 
tactics will work as well in the one case 
as in the other. 


Branch Banking 


3ranch banking forms a special phase 
of the outlook which is in some measure 
exempt from the limiting circumstances 
that apply to other phases of the legisla- 
tive outlook. Owing to the agitation 
which has sprung up against branch bank- 
iag, and owing to the circumstance that 
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the country banks are very strongly 
represented in Congress at the present 
time, it is expected that measures de- 
signed to prohibit the establishment of 
branches by national banks under any 
circumstances will be urgently forwarded 
in both Houses. Financial authorities 
who have looked into the question with a 
good deal of care, express the opinion 
that Congress is unlikely to adopt any 
roundabout method to coerce state banks 








§SBUSINESS INDICATORS 


PRODUCTION 
(Normal Production—100 Per Cent) 


7——1922—_, 
Commodity Apr. Sept. 
tAnthracite coal mined 
{Bituminous coal mined...... 
Pig iron production 
Steel ingot production 
Copper production, mine 
Tin deliveries 
*Zinc production 
Crude petroleum production. . 
Portland cement production... 
Wheat flour production...... 
Meat slaughtered 96 
Sugar meltings, at U. S. Ports 124 
Cotton consumption ......... 80 
Lumber production 
Wood pulp production 
Tobacco consumption........ 
*Paper (total) production.... 
Gasoline production.......... 
*Wool consumption. ....... 


* Seasonal variation not allowed for. 

t Preliminary. . 

§ From latest figures furnished by Fed- 
eral Reserve Bank of New York. 




















in this regard, either by the use of the 
taxing power or otherwise, possibly re- 
serving this for a future occasion in the 
event that they should find that national 
institutions are being too closely pressed 
by their competitors, who are seeking to 
get the advantage of the latter. For the 
moment, then, what is expected is simply 
an attempt to adopt legislation, directed 
against the national banks and prohibit- 
ing them from creating any branches, 
either within their own cities or on a 
statewide basis, or on a broader scale 
than either. That something of this sort 


_ 


may be adopted is the opinion 

entertained by a number of well- 

informed observers, because they 

are inclined to the view that some 
such action will be politically meces- 
sary in order to set at rest the constant 
agitation based upon alleged fears of 
competition by large city banks with 
country institutions. 


Taxation Outlook Doubtful 


Up to very recently it has been the 
opinion that nothing could be done in the 
direction of new taxation at this session, 
because such action would result in a 
“tie up” which, at the short session of 
Congress, would be very undesirable. 
Secretary Mellon’s announcement that a 
deficit of about $650,000,000 cannot be 
avoided, and that some changes in th 
administrative machinery of the tax law 
are needed in order to prevent evasions 
from taking place through the “trading” 
of stocks of similar value for one an- 
other, has put a new aspect on the out- 
look. It is difficult to see how the Gov- 
ernment can get along with such a deficit 
in sight, unless some kind of tax relief 
can be afforded. Nevertheless, the: 
would be a pretty general expectation to 
see matters allowed to drag in some way 
were it not for the disposition to press 
for a revision of the administrative fea- 
tures referred to by Secretary Mello: 
Should such a recommendation come 
before Congress, it is believed that the 
way would be opened for a consideraion 
of the tax matter during the short ses- 
sion and that it might make its appear 
ance in the form of a “rider” on an ap- 
propriation bill. This might give a pre- 
ferred status to such tax changes as the 
Administration was disposed to father, 
and might thus precipitate a debate on 
the subject with some prospect of action. 
Such a result would be exceedingly un 
satisfactory to a good many members of 
Congress and it may still be possible to 
“head off” any development of that kind 

Nevertheless, the tax outlook has 
within the past few days assumed a new 
and much more confused prospect for the 
short session than had previously ap- 
peared likely to exist. 
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Bank Rulings and Decisions 
Important Action on “Bills Drawn In Good Faith” 


HE question whether growers’ 

drafts drawn on and accepted by 

Cooperative Marketing Associa- 
tions doing business on behalf of farm- 
ers are to be counted as “bills of ex- 
change drawn in good faith against ac- 
tually existing values” has recently come 
to the front as a matter for adjudication 
by the Federal Reserve Board. The in- 
terest in the matter is found in the fact 
that if they are to be included under this 
heading they would then be excluded 
from the 10 per-cent limitation which 
by existing law is imposed upon the ag- 


gregate amount of paper of any one bor- 
rower which a Federal Reserve Bank may 
discount for any one member bank. 


Position of Farmer 


As to this the Board has ruled that 
wherever a member of such an associa- 
tion delivers his crop to the association, 
and at substantially the same time draws 
a draft on the association, which is ac- 
cepted by it and discounted by the drawer 
at his own bank, such a draft is a bill of 


(Please turn to page 174) 


THE MAGAZINE OF WALL STREE' 





F 


sane neereeeweeveseeceesre 


*“SERVICE+: SECTION: 








The Future of Business Credit 


Increase in Draft Upon Current Resources— 
Continued Fall in Foreign Accommodation 


NCREASING cost and scarcity in 
funds for business uses has been re- 
flected during the past month in gen- 
lly. higher rates of interest and dis- 
int. This increase in expense has been 
igated by a number of factors but it 
vident none the less, and the fact that 
s so is a fairly striking development in 
~urrent finance. There is no scarcity of 
siness funds in the absolute sense of 
term but on the contrary with our 
ong banking system and our great 
ipply of gold there is no reason why 
should fear anything like what used 
be called “stringency.” 


Rise of Business Funds 


Nevertheless, it is true that there has 
n a general rise of business funds at 
principal financial centers. This has 
n conspicuously true in Boston and 
Jew York and at present the advance of 
expense on this score may now be re- 
urded as having been practically con- 
nuous although at a relatively slow rate 
‘e about the beginning of Septembcr. 
the open market commercial paper 
s been less in demand, a fact which il- 
istrates a condition in which those who 
ould otherwise have bought freely of 
type of investment are using their 
funds for their own purposes at home. 
he country bank, in short, is largely out 
the market and dealers recognizing 
fact have been inclined to shorten 
their offerings considerably. 


Reasons for Higher Charges 


There are several manifest reasons for 

ese higher charges and several indexes 

‘r measures that may ve used to illus- 
trate their existence. Among the latter 

the general tendency in the debits to 
deposit account which, as tabulated from 
week to week, shows increasing activity 
resulting from the more extensive and 
general use of funds actually on deposit. 
The increase that has taken place has 
been analyzed by the Federal Reserve 

oard in its current monthly bulletin as 
follows: 

“Por every month of 1922, except Jan- 
uary, the total of checks drawn has been 
larger than a year ago, and for Septem- 
ber, 1922, the total was 14 per cent in ex- 
cess of September, 1921. This increase 
has not been confined to any single lo- 
cality, nor to any form of business 
activity. In every Federal reserve dis- 
trict, whether primarily agricultural in 
character or chiefly industrial, the level 
f bank debits for recent months has 
cen higher than last: year. <A closer 
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analysis of bank debits in New York City 
and in other centers shows that the rise 
has not been caused merely by specula- 
tive activity, and that during recent 
months speculation has played a smaller 
part than earlier in the year. 


BANK DEBITS IN 1922 
(In millions of dollars) 
Percentage 

above (+) or 
below (—) 
1921 debits 
saith niente 
New 
York 
City 


‘ 


Other 
centers 


New 

York 
City 
19,065 
16,543 
20, 397 


Other 
140 
centers 
15,870 
14,040 
16, 531 


Month 


January.... 
February..... 


-—-o 
OPS me tome 
meno Oreo cr 


+44 444 | 


69 G0 


September... 19,215 +19.3 


Throughout the year the figures for 
New York City, where the volume of 
bank debits is affected by security trans- 
actions, show a much larger increase 
over the preceding year than the figures 
for other centers, but the difference nar- 
rows decidedly during the more recent 
months.” 

The weekly figures represented from 
the most recent returns show the mainte- 
nance of the movement. 


Withdrawal of Funds from Specu- 
lation 


Another indication as to how things 
are going is seen in the steady with- 





DEBITS TO INDIVIDUAL ACCOUNTS 


iT BAN 
REPORTING CLEARING HOUSE CENTERS 
OEBITS FOR 1921 ————— DEBITS FOR 1922 
(1M BLALIONS OF DOLLARS ) 
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drawal of funds from speculative uses 
and their transfer to commercial fields 
in the effort to meet commercial demands. 
fully successful in all 
shown by the fact that 
discounts at reserve banks have again 
reached a higher level, particularly in the 
item .of bills held. Funds, however, are 
flowing away from speculation and in- 
vestment and are being shifted to com- 
mercial lending while excess demand is 
taking the form of fresh rediscounts at 
reserve banks. The latter are therefore 
a better index of the growth of business 
(Please page 167) 
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Industrial Securities 


$150,000 TO INVEST IN PREFERRED STOCKS 
A List of Fifteen Issues That Give an Attractive Return With a Reasonable 
Amount of Safety 

I would like to have your selection of fifteen preferred stocks for the investment of 
$150,000. Preferred issues that give an attractive return and offer possibilities of appreciating 
in value are desired.—G. H. H., Trenton, N. J. 

For the investment of $150,000 in fifteen preferred stocks, we are pleased to sug- 
gest the following list: 


Preferred Stocks— 
American Smelting & Refining mae 7% 100 
Julius Kayser 8% 102 
Austin Nichols 7% 87 
Mamecsn Wreber Weeks tet PGE. 2... ccscccscceccescecees: 7% 89 
Cosden & Co. 7% 100 
Sinclair Consolidated 8% . 99 
So. Porto Rico Sugar 8% 97 8.2% 
Brown Shoe 7% 97 7.2% 
Standard Milling 6% 96 6.3% 
Market St. Railway Prior Pfd. 6% 68 8.8% 
Worthington Pump B 6% 65 8.9% 
California Petroleum 7% 91 7.790 
National Cloak & Suit 7% 99 7.1% 
National Enameling & Stamping 7% 100 7.0% 
Cluett Peabody 7% 101 6.9% 


Average Yield 7.60% 

While these preferred stocks are not by any means the highest-grade preférred 
stocks that can be obtained, they are securities of companies, that, in our opinion, 
appear to have a very promising future, and we believe that these preferred issues 
are getting into a stronger position, and if held for investment, will gradually get into 
a higher price range. By distributing your funds among all fifteen of these issues 
equally, we feel that a sound investment would be made, because, even should one of 
these preferred stocks work out unfavorably, the appreciation in value of the others 
would in all likelihood more than make up any loss sustained in any one, or even two. 
This investment gives a very excellent return on the money and, in our opinion, there 
would be a very good chance of a large appreciation in principal if held for a period 
of years. Of course, this should be regarded more in the nature of a business man’s 
investment, as the degree of risk is larger than would be suitable for trust funds or 
for anyone who is entirely dependent on income from securities. Also better oppor- 
tunities for buying than the present may be found by waiting until current uncer- 
tainty in the market is dispelled. 


Yield 
7.0% 
7.8% 
8.0% 
7.9% 
7.0% 
8.1% 


Dividend Price 


ALLIS-CHALMERS—AM. STEEL 
FOUNDRIES 


Current Earnings 


American Steel Foundries for the first 
nine months of 1922 earned $3 per share 
on the stock aud as the last quarter is ex- 
pected to be favorable, it is anticipated 
that close to $5 will be shown for the 
full year. We regard this as a very sound 
common issue, but at present levels of 
45, we feel it has pretty thoroughly dis- 
counted the improved outlook. 


I would appreciate any information you can 
give as to the current earnings of Allis- 
Chalmers and American Steel Foundries and 
also your opinion as to the advisability of 
purchasing either of these stocks at the 
present time.—A. G. H., Duluth, Minn, 


Allis-Chalmers for the quarter ended 
September 30th, 1922, earned 65c. a share 
on the common stock. In the preceding 


WILLYS-OVERLAND 
Earnings Finally Turn Corner 


quarter 4c. a share was earned and in the 
first quarter the preferred dividend was 
not quite covered. For the full year, 
therefore, it is not likely that the $4 divi- 
dend will be entirely earned. The stock 
may have good long-pull possibilities, but 
under these circumstances, we would not 
favor purchase now. 
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I desire to have your advice ‘n regard to 
Willys-Overland common stock, the market of 
which has been very discouraging to me. In 
spite of the bull market this year Willys- 
Overland is still around the bottom. J] have 
200 shares at an average of 12 and am un- 
decided as to whether I should continue to 
hold or take my loss.—H. H. L., Denver, Col. 


and 1921 showed large operating defici 
The deficit reported in 1921 was ov 
16 millions which included large su 
written off for depreciation and losses in 
investments. As a result the credit 
the company was weakened and for ; 
while affairs looked rather serious. 
March, however, the company made ar- 
rangement whereby its own banks took 
16.5 million in 7% bonds, maturing De 
cember 1, 1923, which enabled it to 
tire all bank loans. For the first 
months of 1922 an operating deficit was 
reported, but in the third quarter ended 
September 30 the company finally tur: 
the corner showing a profit of $3,624,675 
In the nine months the company sold 7),- 
859 cars. We feel that a somewhat more 
optimistic feeling toward Willys-Over- 
land securities is warranted in view 
the fact that its financial problems are 
solved for the time being and it appears 
to have finally succeeded in getting back 
its old earning power. The outlook { 
the automobu: industry is encouragi 
for next year and as Willys-Overla: 
has been able to increase the popularity 
of its car it has the prospect of maki: 
a very fair showing. The common stock 
is, of course, a long ways removed fro 
dividend payments as there is $1,843,912 
back dividends due on the preferred stock 
and surplus earnings for some time | 
come will undoubtedly be used to furth 
strengthen its financial condition. It 
estimated that for the full 1922 year 
surplus of about 3 millions will be shown. 


UNITED PROFIT SHARING 
Yields 10% 


I would like to' have your opinion in rega 
to United Profit Sharing stock of which I hoi 
300 shares. As the company is paying divi- 
dends at the rate of 60 cents per share th 
gives a return of 10% at the present price 0 
6. Do you believe the dividend can be main- 
tained?——-B. G. T., Worcester, Mass. 


While the present dividend rate of 
cents a share on United Profit Sharing 
stock cannot be regarded very secure we 
should say that there is a good possi- 
bility of the company continuing this rate 
on the stock. For the year ended Decem- 
ber 31, 1921, 65 cents a share was reported 
earned on the present outstanding stock 
No official figures are available as to earn- 
ings this year, but reliable reports are to 
the effect that they will show a good in- 
crease over the 1921 figures. The com- 
pany, in addition to its profit-sharing pr: 
mium coupon business owns, with tl 


Willys-Overland Co. for the years 1920 United Cigar Stores, a chain of retai 
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bacco stores in Canada which are 
ported to be showing increasing 
les. The company’s financial con- 
ition is good, with cash on hand as 

December 31, 1921, of $224,258, as 
rainst accounts payable of only $88,375. 
ince incorporation of the company in 
114, it has operated on a profitable basis. 
he stock is, of course, speculative, as 
ngible assets behind it are very small. 
owever, in view of the demonstrated 
ining power we feel it is not unattrac- 
ve as a speculation. 
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OHIO BODY & BLOWER 
No Working Capital 
Your opinion of Ohio Body & Blower is de- 
sired.—D. O. M., Sharon, Pa. 


We are not at all favorably impressed 
with the outlook for Ohio Body & Blower. 
While the body business has improved 


(Please turn to page 164) 





Petroleum Securities 


BUCKEYE PIPE LINE 
Owns Pipe Lines in Ohio 


I noticed that in the Oct. 14 issue of THE 
AGAZINE OF WALL STREET readers were ad- 
sed to sell their common stocks. My invest- 
nts are largely in bonds, but I have a few 
wres of Buckeye Pipe Line for investment 
il would like a report from you on this stock 
i whether it would be well to sell tt out.— 
J. K., White Plains, N.Y. 
Buckeye Pipe Line stock has consid- 
able investment merit as the company 
is shown a steady earning power over 
long period of years, is in very strong 
iancial condition and there is apparent- 
no good reason why it should not con- 
iue to show satisfactory earnings. It 
is over 1,000 miles of eight-inch pipe 
ie, and some 12 inch in its trunk sys- 
m, and a feeder system aggregating 
veral thousand miles. Besides serving 
e Ohio field the company pumps sur- 
is cil from the Kansas, Oklahoma and 
diana fields east to a connection with 
Northern Pipe Line Co. For the 
ars 1918-1921, inclusive, slightly over 
per share was earned in each year. 
ilance sheet as of December 31 shows 
t liquid assets of about 8% millions. 
here are no bonds or preferred stock, 
mmon stock totaling 200,000 shares. At 
esent price of 96 the yield is attractive 
d we feel that it is alright for you to 
ld the stock for invesment purposes as 
can be regarded as a very sure $6 
iver and even the current $8 rate is 
kely to be continued for some time at 
ist. 


MIDDLE STATES OIL 
Sale Advised 


My holdings consist of 2,500 shares of 
idle States Oil purchased at an average 
ce of 14, and 500 shares of Texas Co., 
chased at 47. Your advice in regard to 
se holdings is desired.—H. T. E., San Fran- 
0, Cal, 
In our opinion, your holdings of Middle 
tates Oil, 2,500 shares, is entirely too 
rge as this is a speculative security and 
t a suitable one in which to place a 
rge sum of money. There is an over- 
oduction of crude oil in the United 
tates at the present time and this has 
aded the price considerably in the past 
w months and with a smaller demand 
is winter, it is quite likely that the price 
ill stay down for some time. Middle 


ior NOVEMBER 25, 1922 


States Oil, by taking in various subsidia- 
ry companies, has greatly increased the 
amount of outstanding stock and we feel 
that the continuance of the present divi- 
dend rate is questionable, to say the least. 
While it is true that for the first six 
months of 1922 the company reported 
$1.55 earned per share, these earnings are 
before any deductions for depreciation 
and depletion, which items in a produc- 
ing company such as this should be rather 
large. While this stock shows you quite 
a little loss, our frank opinion is that it 
is advisable to sell out. 

Texas Company is, of course, a very 
much sounder security and in our opin- 
ion has exce!lent long-pull possibilities 
and it is ultimately likely to sell higher 
than present levels. Our only sugegstion 
in regard to this stock is that if you sold 
out now, it is probable that you would 
be able to replace the stock to better ad- 
vantage later on. 


KIRBY PETROLEUM 
Switch Suggested 


Kindly let me know if there-is any connec- 
tion between Kirby Petroleum and Kirby Lum- 
ber Co. or Houston Oil. Would you advise a 
switch into Sazon Motor or some other low- 
priced stock?—K. F., Boston, Mass. 

Kirby Petroleum has no official con- 
nection with Kirby Lumber or Houston 
Oil Co. We are sorry you did not: get 
in touch with us sooner in regard to 
Kirby Petroleum as we were able to ad- 
vise many of our subscribers to get out 
when the stock was much higher. We 
would not favor a switch into Saxon 
Motors as we do not favor the latter, for 
the reason that heretofore it has been 
very unsuccessful in popularizing its car. 
A good switch, in our opinion, would be 


into Unity Gold, selling at about the 
same price on the New York Curb. 
This stock is also speculative, but 
from our investigation, we believe it 
has a very promising property with a 
large amount of ore blocked out and it 
is expected that operations will be 
started on a large scale in the Spring. 


ILLINOIS PIPE LINE 
Good Business Man’s Holding 

Please let me know the capitalization of 
Illinois Pipe Line and your opinion of the 
stock.—C. D. J., San Francisco, Cal. 

The Illinois Pipe Line Company has 
outstanding capital stock of $20,000,000 
on which dividends at the rate of 6% per 
annum are being paid. Balance sheet as 
of December 3lst, 1921, showed a sur- 
plus account of over $4,250,000. The 
company’s lines handle more than four 
fifths of the crude oil produced in the 
Illinois field. It also operates a trunk 
line 22 miles long from Big Muddy Field 
to Casper, Wyo., as well as short lines to 
the other northwestern oil fields. While 
the stock returns only a small yield, we 
are favorably impressed with the possi- 
bilities for future profit and consider it 
a good business man’s holding on a mate- 
rial recession from present levels, 


VACUUM OIL 
Recapitalization Plan 

I understand Vacuum Oil is going to issuc 
a large stock dividend. If I buy the stock 
now how much new stock will I receive when 
the dividend is paid? Do you advise purchase? 
—C. H. H., New York City. 

Vacuum Oil Co. directors have called 
a special meeting of stockholders, to vote 
on an increase in capital stock from $50,- 
000,000 to $70,000,000, and reduction of 
the par value of its shares from $100 to 
$25. If this increase is approved, direc- 
tors contemplate the declaration of a 
300% stock dividend, payable to stock- 
holders of record December 15th. The 
remainder of authorized increase in capi- 
tal is to be held in the treasury. The 
holder of 1 share of Vacuum Oil present 
stock will receive 16 shares of new $25 
par stock. We feel that the advance 
Vacuum Oil has had largely discounted 
these developments, and do not favor its 
purchase at the present time. 


ATLANTIC LOBOS 


Production in Mexico 


Please let me have a report on Atlantic 
Lobos.—C. i. J., Montreal, Canada, 
Atlantic Lobos 


In the Company's 





complete analytical reports on 


supplied for $25. 
and desirable switches suggested. 





SPECIAL REPORT DEPARTMENT 

E have had so many requests for special reports on lists of securities and for 
W individual 

organized a Special Report Department to handle this work. 
with the amount of research work necessary but in all cases estimates will be submitted. 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
In analyzing lists of securities definite recommendations are made 
This new service does not in any way interfere with 
the present free service supplied by the Inquiry Department to subscribers which 
entitles them to a brief report on any three securities. 
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Charges will vary 
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statement for the first six months of 

1921 it was stated that the entire 

Amatlan productive area was in- 

vaded by salt water which reduced 

the output of nearly all the wells to a 
small fraction of their former yield. The 
company is drilling in other Mexican 
fields and as announced last July a 9,000- 
barrel well has been brought in on its 
Panuco acreage. For the year ended De- 
cember 31st, 1921, gross earnings were 
reported as $3,527,349 as against $1,678,- 
629 for the year 1920, but net was only 
$681,000 as against $1,051,915 the previous 
year, which would indicate its develop- 
ment program is proving expensive. 
Capitalization consists of $10,000,000 8% 
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after deducting depreciation 3% 
times. Dividends on the preferred 
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cumulative preferred stock and 500,000 
shares of common of no par value. The 
common, in our opinion, should be re- 
garded as decidedly speculative. Of 
course, almost anything may happen in 
the affairs of Mexican oil producing com- 
panies and in the event this company 
should be successful in bringing in large 
additional oil production the stock could 
do better. We consider the stock too 
uncertain a speculation to recommend its 
purchase. 





New Security Offerings 


BOSTON & MAINE 6s 
Business Man’s Investment 


I note that Boston & Maine 6% bonds are 
being offered at a price to yield 6.62%. This 
is a good yield for a railroad bond, but I want 
your opinion as to whether they are sufficiently 
well protected to warrant a business man 
making an investment.—L, C. W., Lynn, Mass. 


Boston & Maine $4,000,000 6% gold 
bonds recently offered are part of an 
issue of $112,985,979 and are secured by 
a Ist mortgage on 1,651 miles of road, 
subject only to $2,838,000 underlying 
bonds on 153 miles. Other property on 
which these bonds are secured includes 
railroad repair shops and valuable freight 
and passenger terminals in and about 
Boston and other important industrial 
centers. Valuation placed on Boston & 
Maine and leased lines by the Interstate 
Commerce Commission amounts to over 
273 million or $2 of property value for 
every $1 of indebtedness. For the first 
8 months of 1922 net was 7.5 millions 
greater than for the corresponding pe- 
riod of 1921 and ‘s now in excess of fixed 
charges. During the “Test Period” used 
by the Government in determining a fair 
compensation for the railroads under 
Federal control, Boston & Maine earn- 
ings were equal to 1.44 times charges in- 
cluding interest on the present issue. We 
consider these bonds a good business 
man’s investment. 

LOS ANGELES, CAL., 434s 
Tax-Exempt Security 

As I am taking on a few more tar exempt 
bonds I would appreciate your advice in re- 
gard to Los Angeles, Cal., High School and 
City School District 4%% bonds offered on a 
4.35% yield basis —J. J. H., Newark, N. J. 

Los Angeles, Cal., $2,000,000 434% 
High School and City School District 
bonds are a direct obligation of each re- 
spective school district and are payable 
from an ad valorem tax levied upon all 
taxable property therein. The school dis- 
tricts included have a population of about 
800,000. The assessed valuation of the 
City School District is over 836 million 
as against a net debt of 10 million. 
Bonds mature $50,000 each year 1923 to 
1962. They are exempt from all Federal 
income taxes. We regard them as an at- 
tractive tax-exempt security. 
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REPUBLIC OF CHILE 7s 
Country Has Good Record 


How do you regard the Republic of Chile 
7% bonds which are offered at 96%?—L. P. 
J., Montrose, Pa. 

Republic of Chile $18,000,000 7s, due 
1942, are a direct obligation of the Re- 
public of Chile. The Government cove- 
nants that if in the future it shall issue 
any bonds secured by any charge or 
pledge on any of its assets or revenues, 
this loan shall be secured equally and 
ratably. The national wealth is estimated 
at more than 12 times the total national 
debt of 257 million, a per-capita debt of 
$64.43. State-owned properties are valued 
at 1% times national debt. Foreign trade 
in 1921 was 301 million. There is no rec- 
ord of defaults or delay in interest pay- 
ments by this country in the past 100 
years. At the offered price of 96% we 
regard these bonds as an attractive South 
American issue for those who can afford 
to invest in foreign securities. 


RENFREW MANUFACTURING 
7% Gold Notes 


In selecting my investments I endeavor to 
obtain a yield that averages as high as 7%. 
In obtaining as high a yield as this I under- 
stand of course that the risk is considerably 
greater than if I were satisfied with 6%, so I 
make my selections with considerable care and 
spread my funds over a large number of is- 
sues. I am considering purchasing a bond of 
the Renfrew Manufacturing Company, offered 
on a 7% basis. What do you think of it?— 
J. L., Albany, N. Y. 

Renfrew Manufacturing Co. $1,000,000 
7% gold notes, due 1937, are a direct 
obligation of the company and consti- 
tute its only funded debt. The indenture 
provides that no mortgage can be placed 
on property now owned or hereafter ac- 
quired unless these notes are equally se- 
cured. It is also provided that no divi- 
dends shall be paid on any class of stock 
of the company, except the present out- 
standing $400,000 7% cumulative pre- 
ferred stock, if the payment would re- 
duce net quick assets to an amount less 
than 125%, or net assets to an amount 
less than 200% of the par value of the 
notes outstanding. In the 5 years ended 
December 31, 1921, average annual profits 
before depreciation were over five times 
interest requirements on these notes and 
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ruption and dividends on the com 
mon stock have been paid in every yeat 
since 1908. Balance sheet as of June 30 
1922, shows net quick assets of $1,837 for 
each $1,000 bond and total net assets oi 
$3,431 for each $1,000 bond. The com 
pany manufactures high-grade gingham: 
under the trade name of “Devonshire’ 
and is the second largest producer oi 
table damasks in this country. These 
notes appear to be well safeguarded and 
an attractive investment opportunity at 
the offered price of par to yield 7%. 


EMPIRE GAS & FUEL 7%s 
Appear Well Secured 


Will you kindly inform me if you woul 
consider Empire Gas & Fuel ist and refundin: 
Series A 7%% bonds a good investment? The 
price seems very attractive now around 93 
—wW. D., Los Angeles, Cal. 

While we do not consider the Empir 
Gas & Fuel Company’s Ist & Refunding 
convertible 714% bonds a high-grade in 
vestment, yet they appear to be fairly 
well secured. For the nine months ended 
August 31st, 1922, the company showed 
net earnings available for bond interes 
and reserve amounting to $8,327,5S 


Based on current earnings, the compan) 
estimates net for 12 months at around 
$10,500,000. Balance sheet as of August 


Ist showed working capital of nearl) 
$20,000,000 and daily production is run 
ning at the rate of approximately 28,000 
barrels. These earnings are at the rat 
of nearly three times fixed charges be 
fore allowing for depreciation and d« 
pletion and, under the circumstances, th 
bonds would appear to be attractive fo 
a business man’s holding at around pres 
ent prices. 


N. Y. STATE GAS & ELEC- 
TRIC 5%s 
Another Bond Suggested 


of Ne 


Please let me have your opinion 
bonds 


York State Gas € Electric Corp. 5%% 
—G. T. H., Philadelphia, Pa. 

New York State Gas & Electric Corp 
Ist mortgage 5%4s, due 1962, are secured 
equally with other series by a first lie 
on all the physical property now owned 
subject to $89,500 divisional liens. Re 
placement value of property is estimated 
at over twice the funded debt. Net earn- 
ings for 12 months ended September 30, 
1922, were 3% times annual interest 
charges, including present issue of $650,- 
000. The company owns and operates 
electric and gas properties serving a 
population of 85,000 in central New York 
While these bonds are well secured at 
the offered price of 97% to yield 5.65% 
they do not appear particularly attrac- 
tive. Would prefer Public Service Corp 
of New Jersey 5s, due 1959, selling at 
85 to yield about 6%. 
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Slight Wavering in Trade 


Effect of Higher Prices—Steel Outlook—Ma- 
chinery Demand—Increase in Coal Production 








being reported only in small lots. Quota- 
tions are decidedly easy and the down- 

STEEL ward swing has yet to manifest a dis- MACHINERY 
position to halt. 














Notwithstanding the probable continua- Conditions Irregular 
tion of the current tendencies with 
respect to demand for steel, it is unlikely 
that there will be a letdown in the going 
rate of operations. Order books of the 
steel companies hav been pretty well 
filled for some time to come, as is shown demand in some years and the outlook is 
by the further increase in Steel Corpora- for a maintenance of this heavy demand, 


s that steel consumers have satisfied tion tonnage for October, and there is the agricultural implement companies 
r needs both with respect to present good reason to believe that the indepen- appear to be in for a period of rather 
ks and requirements in the near dents would make a similar showing if moderate business, with their era of pros- 
ure. the figures were published. perity likely to be postponed for a con- 
‘he trend of prices remains irregularly U. S. Steel’s unfilled obligations for ‘iderable time. 
vnward as a result of the dullness in the past month totaled well over 6.9 In between these two, the machine tool 
1and, and it is difficult to determine at million tons, a gain of more than 210 and shop equipment branch of the 
at level stability will eventually be thousand tons over Sestember end 26 machinery trades shows a larger amount 
ched. That a generally lower scale slitiets tanen than Gime eel tec On of activity as a direct result of the ex- 
obtain is scarcely to be doubted. Pig same month 2 year seo. On the basis of pansion in manufacturing operations that 
n is the outstanding example of cur- tie alin é aaa Pree h ld b has occurred in past several weeks, and 
t inactivity, inquiries for this metal a a ae oo we (Please turn to page 184) 
enabled to maintain operations at the 
present rate around 75% of capacity for 
COMMODITIES several months, without regard to addi- THE TREND 


(See Footnote for Grades Used and Unit tional business. sy A sf demand and prices 
. . . irregular. remiums on deliveries 
of Measure) The _ transportation situation, after Ganneesinn wih Ge secenien of 
some slight improvement, has again tight- more active demand. 
Low  Last® : : 
nt ened, but in spite of the fact that operat- METALS—Tone of copper prices 
ing difficulties are again coming to the slightly better but immediate out- 


Pig Iron (2).... 34. ~ look favors continuati f - 
Copper (3)..... 0.14 .125 t fore, steel mills have expanded output to pasatbedie ‘als Gaeta, antineues 


Calan hata the rate already indicated and it is to be RUBBER — Prices appear stabilized 
expected that this pace will be main- after recession from recent high 


Cotto 
Cotton ( ) ‘ : levels. Demand quiet. Ultimate 
tained. That it will be greatly exceeded curtailment policy uncertain. 


for some time, however, seems doubtful, SUGAR—Statistical position unchanged 
inasmuch as it is generally conceded that with strength in evidence. Im- 


4 proved financial condition of Cu- 
an export demand considerably larger ban producers factor in preventing 


than that now in force must develop be- recession in raws. 


fore the steel industry can hope to go TEXTILES—Demand generally less 
heed 80 active. Price advances firmly held 
eyond an 80% rate. but further increases likely to 
The lack of an adequate export market, a Soe Cone trem ese- 

* Nov. 15. is indeed, the major factor tending to re- SUMMARY—Although the main trend 
(1) Open Heart ns strain a proper development of steel mill of industrial activity still seems to be 
y— = $ per ton; pone operations. While earnings for the final ee, > ho — agee sepesunty 
: (4) SRR, “ ; , “ made their st gains, for t e present 

vole Ci (5 Bool No il, oo uk quarter should make the best showing of at least. Rooguiarey is actecess in 
- = ‘ . . many directions as the more immediate 
any RT as pee yy as the year, expectations of large earnings cam: ca cman ten bem alee 
Chicago, 8 per bushel; (9) Li nt, j—— would not appear to be justified. fied and reluctance of consumers to 
c. per Ib.; (10) Top, Heavies, Chicago. wg : ae A follow price advances continues very 
c. per Ib.; (11) Rio, No. 7, Spot, c. per Competition in this industry remains much in evidence. Rising costs of raw 


b.; (12) First Latex crepe, c. — » _ ow materials and labor, bringing increased 
(12) io per very keen despite the comparatively large soniestien Guute ob thn Gan tae, ane 


Generally Quiet Demand 
1ENERALLY speaking, the steel in- Considering the various machinery in- 
( dustries as a whole, conditions cannot be 
said to approach a high degree of uni- 
formity. Whereas the railroad equipment 
companies are experiencing the largest 


y dustry would appear to be facing 

a period of comparatively quiet 
ness in the next month or so. Buyers 
v less inclination to offer premiums 
ear.y delivery and demand on the 
le, continues to slacken, which indi- 
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(18) Ohio, Delaine, Ib. ; tng 
a} Medium Burl gh Kentucky, ©. pet demand. Only the leading interests and difficulty in passing these along to the 


as ae w Cubas ioe several of the larger independents are in buyer on the other, indicate a period 


gh 4 of rather modest profits for business 
a position to make a respectable showing as a whole. 


of earnings on their junior issues. 
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its of WALL STREET Hisiory 


Recollections of 
Earlier Years 


Pioneer Days in 
Finance 





HILE the nineteenth century was 
W still young enough to be some- 

thing of a novelty, a young man 
with a determined chin and a pair of 
straight rather flat eyes eked out a re- 
spectable living as ferryman in the wa- 
ters around New York City. Travelling 
was not being done on a very large scale 
then; the commuting habit had not yet 
become an unfortunate necessity; and so 
this young man’s craft, for all its being 
nothing but a rowboat with a pair of 
strong arms as its only motive power, 
was quite adequate to the needs of the 
times. 

About fifty years later, word flashed 
throughout this country and abroad. that 
the man who was then recognized as the 
Colossus of American railroading had 
breathed his last.... In due course, 
this great railroader’s will was opened 
and read, and his various holdings item- 
ized for the benefit of the Surrogate’s 
Court. It was found that these holdings 
represented one of the greatest fortunes 
ever amassed in this country up to that 
time, and that it was worth, in all, no less 
than seventy millions of dollars. 

The publicity aroused by the event, as 
well as the general amazement at the 
amount of the fortune, led to much in- 
quiry into the man’s earlier life. The 
public wantec to know how this mil- 
lionaire had started out, what great handi- 
cap he had had in his favor in the begin- 
ing which enabled him to attain such a 
dizzy eminence in finance. 

Inquiry thereupon revealed the truth: 
Cornelius Vanderbilt, the rowboat cap- 
tain of the early 1800’s and Commodore 
Vanderbilt, the all-powerful railroad 
operator of 1863—the former worth a 
few dollars and the latter seventy mil- 
lions—proved to have been one and the 
same man. Young Cornelius, the poor 
ferryman, had grown into Commodore 
Vanderbilt, the world-known millionaire, 
with no greater gift from Providence 
than a will of his own, vision and mag- 
nificent courage. He wasn’t even edu- 
cated. ... 

From ferryman to owner of a great 
Pacific Fleet, Vanderbilt’s rise was me- 
teoric and spectacular. But as the builder 
of the New York Central Lines, and the 
chief instrument in making this road one 
of the three finest and strongest in the 
country he was best known. Two inci- 
dents in connection with the latter epoch 
are worth re-telling here. The first is 
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the story of the 
famous “Hudson 
Corner”: 

At the time of this incident, Vander- 
bilt was far along on his road to wealth, 
and had great sources of credit at his 
command. Away from “the Street” one 
day for a few hours of well-earned rest, 
he was hastily recalled by a messenger 
with the news that a strong bear clique 
was hammering Hudson shares and do- 
ing unmerciful things to values. 

The Commodore lost no time in get- 
ting back to the arena. There, he in- 
structed his brokers to take all the sell- 
ers’ options offered in Hudson. All cash 
stock that could be gotten was also 
bought in. 

With the first stage of the campaign 
completed, the Commodore then cast a 
reckoning: He found that he had pos- 
session of every share of Hudson stock 
in existence, barring a few shares which 
were not expected to come on the mar- 
ket. But the Commodore wasn’t satis- 
fied; he wanted these too. 


Baiting the Bears 


He got them, and by the following 
means: He gave orders to a number of 
the more prominently bearish houses to 
“turn” Hudson, as it was expressed, 
which is to say to buy it for cash from 
the cornering party (actually himself) 
and sell it back to them on buyers’ op- 
tions for periods varying from ten to 
thirty days. By this means, the impres- 
sion was given that the cornering party 
was short of cash, and therefore, weak, 
and therefore vulnerable; and, of course, 
that was enough of a prospect to lead the 
bears to throw on the market the cash 
stock which the Commodore coveted. 

It was not long before the sellers’ op- 
tions began to mature. When they did, it 
was found there was no Hudson to be 
obtained. None, that is, except what the 
Commodore was willing to peddle out. 
And the upshot of the affair was a rise 
of 68 points in Hudson stock, with the 
bears finally forced to stand and deliver. 

The other incident was one which, we 
hope, could not happen today. It had to 
do with the Harlem railroad, Commo- 
dore Vanderbilt and a corrupt legisla- 
ture. Here is the story: 

The Commodore, some time before, had 
started in the railroad game by picking 
up control of Harlem at around $8 and 


$9 per share. Against the predictions 
everyone that knew him—or thought they 
knew him—he proceeded to apply Van»- 
derbilt methods to the Harlem manage- 
ment, putting in improvements, cutti 
out waste, and generally raising the eiii 
ciency of the road. 

When the results of Vanderbilt’s r 
had already been reflected in an advare 
of 500% in Harlem stock—in other wor'|s, 
when the stuff he had bought at $8 was 
selling above $40 a share—the Commo- 
dore applied to the Common Council 
permission to build a _ street railroad 
down Broadway. The honorable bo'ly, 
after due and dubious deliberation, grant- 
ed the application and passed the nec 
sary ordinance. True to their expec'a- 
tions, Harlem stock responded to this 
highly favorable decision, advancing 
above $75. Thereupon, the worthy gent 
men proceeded to sell short all of it the 
could afford to sell—which was a good 
deal; and, once that was accomplis! 
they made ready to repeal the ordina 
In other words, they planned to kick ou 
from under Harlem the franchise pro 
which they had put under it, thereby forc 
ing the stock back down to $40 and 
abling themselves to cover their shorts at 
a big profit. 

But Commodore Vanderbilt was not t 
be so easily trapped. He was as a! 
as he was resourceful. While the coun- 
cillors were still hatching their plot, 
Commodore heard of it; and he at onc 
set about devising retaliatory measure 

The measures he did devise were 
effective as they were profitable: | 
every share the councillors sold, Vander- 
bilt. and his friends bought; the indomi 
table railroader also quietly picked up all 
the other available stock. When the sv! 
ing and the buying was over, he waite: 

At the agreed on time, the Council met; 
and “after more mature deliberation” 
pealed the immensely valuable franch se 
Then the members separated, each 
his particular office, to watch the stock 
tumble. : 

Naturally, with the Commodore h 
ing practically all of it, Harlem di 
tumble. On the contrary, it rose shar})| 
While the councillors were still trying 
recover from the shock, it ascended 
$100 a share; another spurt carried it 
$150; two final spurts brought it up 
$179 per share—or over $100 a sh 
more than the price at which the venera- 
ble legislators had sold it short. 
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Activities of the 
Investor's Vigilance Committee, Inc. 


. Cooperating With the Chambers of Commerce, Busi- 
ness Organizations and “The Magazine of Wall Street” 


By RALPH W. BUDD, Manager I. V. C. 


N December 
15th next, 870 
millions -of 
4%4% Victory notes 
will be redeemed. 
O: the same date, 420 millions of tax cer- 
tif. ates mature. Two weeks later, on 
Ja: uary 1st, 625 millions of War Savings 
ificates become payable. 
o be sure, not all of the one billion 
hundred millions represented by 
e maturities is held by small investors; 
ally sure, a great part of what is so 
1 will continue to be held, due to the 
inding securities which the Treasury 
artment will issue and which former 
ernment security holders will be 
rved to take up. 
vevertheless, a man with myopia could 
see in the approaching repayment 
iod a time of gladness and rejoicing 
the promoter of fraudulent securities. 
has had some long, lean years of late; 
rightful prey has been won away from 
1 and, in great measure, kept away 
from him by the Treasury Department; 
has been hard to compete with the 
vernment’s offerings—more especially, 
h the patriotic spirit in which those 
rings have been taken up and held. 


AN INSULT 
AND A 
CHALLENGE 


Stock Fakesters Rejoice 


jut now the fakester can look for- 
vard to the speedy coming of a new day. 
his camps there is loud rejoicing, and 
nes of bustling activity. “There'll be 
1ewhere near two billions of dollars 
irned to small investors within the 
t two months,” is the cry. “The 
reasury Department will try to get the 
stors to put that money back into 
ernment securities, but there’s no 
ver a war to inspire people to back 
Treasury Department up. If we can 
miy get our offerings on the market in 
, and play them up hard enough, we 
slice these two billions up into a 
ion little pieces, and each one of us 
be able to pocket his slice!” 
\nd—take this statement on the word 
an Organization whose sole aim and 
pose in existence is to beard the fake 
romoter in his den, ferret out his wily 
mes before he is ready to launch 
m, nip his cheatments in the bud—take 
n the word of a group of wide-awake 
n who know what they are saying: 
» promoters are busier now than they 
r were before, and within a few weeks, 
haps a few days, will be shipping 
ough the mails tons of lurid literature, 
ding from house to house a veritable 
army of salesmen, in short, they will 
ainch one of the biggest drives against 
the public pocketbook ever released in the 
history of Fakedom. 


for NOVEMBER 235, 1922 


bracing a population of thirty-five mil- 
lions, this right may be denied, by popu- 
lar sentiment—and is denied. It may be 
written that certain potables shall not be 
manufactured, sold, transported or en- 
joyed, and is so written: Yet those pota- 
bles will continue to be manufactured, 
sold, transported and enjoyed throughout 
the length and breadth of the land not- 
withstanding. 


A challenge is a challenge. An insult 
is an insult. Neither one can be ignored 
by upstanding men, with eyes to see, ears 
to hear, and good red blood flowing 
through their veins. Therefore we say 
that if the nefarious enterprises which 
these unscrupulous dealers are planning 
are to be let go unpunished; if the savings 
of our hard-working laborers, our tired 
clerks, our self-denying housewives are 
to be literally handed over, without demur 
from those who know the sorrow and 
unhappiness and misery which is certain 
to result; if this challenge to the courage 
of our leading business men and invest- 
ment bankers and this insult to our na- 
tional intelligence is going to be ignored, 
then red blood and honest altruism no 
longer characterize this land. 

It is not as though the fakesters could 
not be stopped. The fact that certain 
States have enacted preventative legisla- 
tion, intended to forestall the evil, and 
that this legislation has been ineffective 
to the degree of helping the promoters 
more than hindering them, this is no evi- 
dence that fraud-prevention is unattain- 
able. All that legislative failures prove is 
that the personal habits of a people can- 
not be controlled, their personal inclina- 
tions cannot be stemmed and their per- merce and other Business Organizations 
sonal movements cannot be steered by of the Nation. 
statute, or protected by statute. It may The statements contained herein are 
be written into the national Constitution mot guaranteed but are based upon in- 
that all men shall have the franchise formation which we believe to be accu- 
right; and yet, in one whole section em- rate and reliable-——Editor. 


The People Must Be Convinced 


To protect a people from itself, only 
one means has ever succeeded and evé 
will succeed. And that means is educa- 
tion. If the negroes of the South are to 
vote, the white men of the South will 
have to be convinced that the privilege 
is actually an inherent right. If intoxi- 
cating liquors are not to be made and 
sold, all the people will have to be con- 

(Please turn to page 176) 
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In the Next Issue 
HOW COMPETITION IS AFFECTING INDUSTRY? 


Dealing with the most important business influence of the day. A critical 
examination of current business conditions and an explanation of some things which 
are mystifying business men generally. An article that is equally important for 
business men and investors. 





* * #& 
ARE COAL SECURITIES GOOD INVESTMENTS? 


An analysis of the coal situation from the viewpoint of the investor. This 
article will also contain a description of the leading factors in the coal business and 
a conclusion concerning their outlook. 

* * #& 
RAILROADS AND INTEREST CHARGES 


A surprising number of carriers are not earning interest charges, and this situa- 
tion is naturally having an effect on the stock securities of these companies. Which 
companies they are and their immediate prospects will be told in the next issue in 
a specially prepared article. 

* * & 
STOCKS THAT ARE TOO HIGH 


Despite the decline in security prices, there are still a considerable number of 
securities that are unattractive from a fundamental viewpoint. This is an article 
that will appeal to investors interested in these securities. 
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Livermore’s Methods Analyzed 


5.—How He Avoids Tying Up Capital 
By RICHARD D. WYCKOFF 





make money in securities. 





Note.—What interests us in presenting this series is that Mr. Livermore, with a natural and developed genius for 
reading the tape, made his success in buying and selling securities only after he became a spec-vestor. 
operations are conducted just as are those of a merchant who, accurately foreseeing future demand for certain goods, 
purchases his line and patiently awaits the time when he may realize a profit. 
sees an oversupply, he contracts to deliver in future goods which he believes will then be purchasable at lower prices. 
The outstanding value of this series is that it tells the average business man, who number 87% of our readers, and with 
whom both investment and spec-vestment are necessarily side lines, that one need not be a stock market genius to 
While few people are by nature gifted to become great operators, this series should be a 
very important contribution to stock market literature, as Mr. Livermore’s methods prove that the best results may be 
obtained, not by active trading, but by a careful study of the factors which influence the market, trade reviews, 
and analyses of corporations, all of which are found regularly in The Magazine of Wall Street. 


And just as legitimately, when he fore- 


His principal 








AVING shown how Mr. Livermore 
H closes out a trade when it reaches 

what he calls his danger point, or 
when, contrary to his forecast, it shows 
signs of running into a loss, we will now 
consider one of his methods which em- 
bodies one of the most vital points in 
stock trading, although it is generally 
overlooked by the public. I refer to his 
practice of cutting out trades that do not 
move in the anticipated direction within 
a few days, or perhaps a further reason- 
able time. 

Being constantly on the lookout for 
trading opportunities in which he can risk 
a comparatively small number of points 
in an endeavor to secure a liberal profit, 
he watches the tape for the psychological 
moment at which the trade may best be 
made. He may especially have observed 
a certain stock for many days or weeks, 
while it was working into a_ position 
which he regarded as inviting a trade. 
The stock may be through with its period 
of preparation so that now there is no 
longer any doubt in his mind that it is 
ready to work in a certain direction. He 
waits until he is sure he is right. If the 
stock is being accumulated, he endeavors 
to secure it on one of the last drives. Its 
previous gyrations having led him to ex- 
pect a certain action under given mar- 
ket conditions, he watches it to see that 
the favorable symptoms do not change. 

Suppose it is an oil stock and he has 
estimated that it is approaching the point 
where it is ready for a sharp run-up. 
The other oil stocks indicate strength. 
This one which he has chosen above 
others, instead of responding to the up- 
ward tendency, shows an inclination to 
lag. His deduction is that although his 
prognosis favored a rise, something evi- 
dently has developed which may postpone 
the plans of the insider or the pool op- 
erating in that stock. It may be some 
bit of news which will cause a tempo- 
rary decline in price; therefore, instead 
of being allowed to follow the rest of 
the oil stocks, support is withdrawn from 
that issue and it is allowed to sell off. 
The object may be reaccummulation at 
a lower level but that makes no differ- 
ence to him. The stock has had the op- 
portunity to demonstrate its strength or 
weakness, and when the latter appears 
160 


he closes out quickly on the ground that 
he cannot afford to lug along a stock that 
is not acting exactly according to his 
forecast. 

The stock does not necessarily have to 
show a paper loss; it may be a point or 
two in his favor when these weak symp- 
toms develop. He closes out when it does 
not act right, regardless of whether the 
trade is even, a little above or a little be- 
low where he entered it. 

Of all the trades that eat up an op- 
erator’s working capital, those stocks that 
drift around and refuse promptly to go 
in the desired way, are probably the most 
destructive. When an operator makes a 
losing trade and closes it out, he knows 
definitely what his loss is. But when he 
allows it to stand, in the hope that within 
a day or two it will show a more definite 
tendency and give more promise of profit, 
then the operator is merely hoping that 
it will come out all right; and as Liver- 
more says, “When I have to depend on 
hope in a trade, I get out of it because 
it will only bother me in my trading and 
I cannot afford to be on anything but 
live ones.” 

In brief: When he buys, he considers 
that stock a purchase at that time. If 
he is right, it should advance. If it does 
not, he knows he is wrong or something 
has happened to contradict the indica- 
tions previously given by the stock. In 
that case he would rather be out. 

Everyone with reasonably long trading 
experience knows that some of his great- 
est losses have grown out of the trades 
which were carried along on hope. In 
this class come all the securities which 
were “bought to put away.” Some people 
think when a stock or a bond is deposited 
in the strong box, it is safe. It may be 
safe from fire and theft, but it is never 
immune from shrinkage in market value. 

Keeping the trading capital in proper 
circulation is a sound principle in Wall 
Street as well as in merchandising. Sup- 
pose these great department stores on 
Fifth Avenue failed to put their slow 
moving goods on the bargain counters 
and clean them out; soon they would 
find their liquid capital shrinking, much 
of it tied up in undesirable merchandise— 
gathering dust on the counters and in the 
store-rooms. They could not stay in bus- 


iness. But let one of these merchants 
go into the security market and he will 
abandon the principles which have made 
his department store a success. He will 
buy a stock, take a small profit, buy an- 
other and carry it along, especially if it 
shows a loss, until it goes ten, twenty or 
thirty points against him, causing not 
only a shrinkage in his capital, but some- 
thing more important — something that 
few people realize. I refer to the oppor- 
tunities which are lost by reason of the 
carrying of these unprofitable trades. 

Every merchant and manufacturer en- 
deavors to tun over his capital as many 
times as he can during the year; but if 
part of his capital is frozen then only 
what remains can be turned over, and his 
net profit for the period is, as a result, 
far below what it should have been be- 
cause he has been obliged to miss many 
chances to purchase desirable goods at 
attractive prices, and thus have been 
enabled to turn over his entire working 
capital. 

It is such a situation that Mr. Liver- 
more is very careful to avoid. He aims 
to take advantage of the cream of the 
opportunities that come along from time 
to time; to get in the right stocks at the 
right time and ride them in the right di- 
rection. Hence, he clears out the dead- 
wood just as an expert bowler wants the 
pin boy to take away the pins that he has 
knocked down but are still lying among 
those that are standing. 

Every year or two there is a great op- 
portunity either to accumulate a big line 
of stocks at the bottom of a panic or 
heavy decline, or to sell short a consid- 
erable line at the high levels of a boom 
If Mr. L. were long or short of a lot of 
trades that he had been hoping would 
come out all right sooner or later, his 
judgment would not be so clear at these 
vital spots in the market, when his most 
important undertakings are entered into 

Combined with his rule of cutting 
losses short, the above described practice 
gives him both a limit as to the amount of 
his risk and the period of time in which 
he will devote working capital in an at- 
tempt to make money out of any par- 
ticular trade. Thus, he has both a price 
stop and a time stop. 

(Please turn to page 171) 
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Prophets and Profits 


Read how well The Investment and Business Service has guided its sub- 
scribers—then join the list. 


Long upswing to October 10 622 points 
Short position to November 1 215 points 


Long position to November 4 40 points 
Short position from November 4* 187 points 


*Still short as this is written—November 17. 


No other Investment or Economic Service issued any similar advices. Subscribers to THE 
INVESTMENT AND BUSINESS SERVICE of The Magazine of Wall Street were the only 
ones who were apprised of the changing trends of the market in time to profit. 


It is in times such as those we have just entered that the Invest- 
ment and Business Service demonstrates its superiority over all 
other sources of expert security market opinions and counsel. 


100 Per Cent Accuracy on the Market Trend—not for a week or 
a year but consistently. 


Subscribers were directed to take profits October 9 on all long stocks and to take 
a short position on any or all of a list of 34 different issues. After covering No- 
vember | at a profit of 215 points, they were put long of 24 issues until November 
4, when, after taking 40 points profit on this turn, they were placed short of the 
market in the original list. 
Two short campaigns are summarized below. Pick out the stocks you are, or were, inter- 
ested in. How did you fare on your own initiative or in following other advices? 


Short Covered Actual Short Profits to Short Covered Actual Short Profits to 
Oct. 10 Nov. 1 Profit Nov. 4 Nov. 17 Oct. 10 Nov. 1 Profit Nov. 4 Nov. 17 


4% 7 3% American Can 74 74% 

8% 70% 5 American Woolen .. 98% 
50%, 4 eeee 95% 
40 1 106 
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Pacific Oil 
Pan-. i 
American ar. - 
Tob. Prod. “A”. 
——w | Sugar 3* dt 
Punta Guor ugar 4 

Allied Chemi 
gg Chemical $3 

U. S. Ind. Alcohol.. 68 4 
Central Leather .... 40 387s 


* Loss. 

time In addition, the second short campaign included a number of issues that were not in 
- the the first list. If the profits on these were added the second campaign would show 
> di- profits well in excess of 200 points to November 17. 


ead- The Investment and Business Service of THE MAGAZINE OF WALL STREET fulfills the 
| the ideals of profitable investment: 


ts 1. Selecting the proper stock. 2. Buying at the right time. 3. Selling at the right time. 
Send in your subscription today and get the next advices. 
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: : “ THE INVESTMENT AND BUSINESS SERVICE 
The Investment and Business Service includes: of The Magazine of Wall Street 


1.—Prompt replies to inquiries regarding any security 42 Broadway, New York. 

—or the standing of your broker. . 
2.—An eight-page service report issued every Tuesday. 
ee ae Se Seen showing what to Enclosed find my check for {sss ¥ } for subscription to your Investment 


—_ Bey thorough survey of the various fields and Business Service, to be sent me once a week for = ea 
5.—Without additional charge a summary of about 50 beginning with the next issue. 
words, sent to you by day or night letter collect— 
optional with you Also send me the complete instruction book: “How to Obtain the Best 
6—THE INVESTMENT INDICATOR, which ae Results from The Investment and Business Service.”’ 
shows the position of 75 to 100 stocks and tells 
the investor exactly what to do, whether to buy, 
sell, hold r stock or wait. 
7. —Recommen ations of profit possibilities in bonds. 
8.—A special wire or letter when important changes 
impend. ' ; : 
With your subscription, send us the list of your securi- Wire service wanted—Yes © 
ties, on which we will render our opinion, without extra 
charge. The three months’ offer is only extended to non-subscribers and is te 


enable them to make a test of the service. 
Nov. 25 
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Public Utility 
Securities 


Investments in high grade 
public utility companies are 
unusually attractive since 
back of their operations are 
the indispensable needs of 
humanity. 

We have prepared a care- 
fully selected list of bonds 
and investment preferred 
stocks of twelve leading 
public utilities, which will 
be sent to investors upon 
request. 


Mc DONNELL & (o. 


120 BROADWAY 
NEW YORK 
Members New York Stock 
Exchange 


SAN FRANCISCO LOS ANGELES 


























FELLOWES 
DAVIS & CO. 
Established 1886 


Members 
New York Stock 
Exchange 


STOCKS AND 
BONDS 
for Investment 


Securities carried on 
conservative margin 








52 BROADWAY 
NEW YORK 























Listed and Unlisted 
Bonds and Stocks 


in all important 


American 
Canadian 


European 


Markets 


Private Wires to Principal Cities 


A. A. Housman & Co. 


Members 


New York Stock Ex. New York Cotton Ex. 
New Orleans Cotton Ex. N. Y. Coffee & Sugar Ex. 
New York Produce Ex. Chicago Board of Trade. 


Associate Members of 
Liverpool Cotton Association 


20 Broad Street New York 


BRANCH OFFICES 
Liberty Bullding, Philadelphia 
Amsterdam, Holland 
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Service 
In All Markets 


STOCKS 
BONDS 


COTTON 
GRAIN 


A comprehensive discussion of 
the position of Railroad and In- 
dustrial securities, Cotton and 
Grain, appears in our Market 
Letter, a copy of which will be 
mailed upon request. 


Carden, Green & Co. 


Successors to 


PELL AND WHITE 
Members 


New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 


43 Exchange PI., N.Y.C. 
Telephone—Hanover 0607 























ANSWERS TO INQUIRIES 
(Continued from page 155) 





this year, to a.marked degree, this com- 
pany in 1920 and 1921 took such heavy 
losses that its working capital was wiped 
out and it is likely that in the near fu- 
ture new money will have to be raised, 
which may work out to the disadvantage 
of common stockholders. We advise its 
sale. 


NATIONAL LEAD 
Big Surplus Accumulated 


As a holder of 100 shares of National Lead 
stock on which I have a very substantial profit 
I would appreciate a report on this company. 
There has been talk of a stock dividend and 
I am undecided whether I should take my 
profits now or wait for this dividend.—J. P. 
L., Scranton, Pa. 


While there has been nothing official 
said in regard to a stock dividend by Na- 
tional Lead there is no question but that 
the company is in a position to pay one 
at any time as it has accumulated a large 
profit and loss surplus. As of December 
31, 1921, profit and loss surplus stood at 
nearly 21 million or slightly in excess of 
the outstanding common stock. Of course 
you should bear in mind that stock divi- 
dends do not always mean an increase in 
the cash dividend rate as Standard Oil 
of New Jersey, for example, is making 
its cash payments on the same relative 
basis after the stock dividend is paid. 
National Lead has shown a good earning 
power for a long period, but under nor- 
mal conditions earnings have hardly been 
large enough to justify a much higher 
price than the common is now selling for. 
For the year ended December 31, 1921, 
8.60% was earned on the common, as 
against 14.67% in 1920. It is not antici- 
pated that 1922 earnings will be very 
much in excess of last year’s report. At 
present price of 112 the stock has ad- 
vanced over 30 points from the 1922 low 
price and it would seem to have very ful- 
ly discounted any favorable development 
which may be anticipated. 


LIGGETT & MYERS TOBACCO 
A Strong Company 


Will you kindly give me your opinion re- 
garding Liggett & Myers Tobacco stock. I 
have held 25 shares for investment for some 
time and in view of the substantial advance 
the stock has had I have been thinking it 
might be close to profit-taking time.—wW. S&., 
Detroit, Mich, 

Liggett & Myers Tobacco Co. has an 
excellent record as a consistent earner 
over a long period of years. In the past 
ten years earnings have averaged nearly 
18% per annum on the present outstand- 
ing common and B stock. In 1921, 25.37% 
was earned and while there are no official 
figures as to earnings in the current year 
reliable reports are to the effect that a 
good showing will be made. The com- 
pany is in unusually strong financial con- 
dition, working capital standing at ‘nearly 
60 million at the close of last year. While 
it is true that the asset value of the 
common stock, excluding good-will, trade 
marks, etc., was only $57 a share as of 


December 31, 1921, the demonstrated 
earning power of the company entitles 
the stock to a good investment rating as 
common stocks go. At present price of 
210, however, the stock would appear t 
have discounted a large part of the fa- 
vorable factors in the situation, having 
advanced from a 1922 low of 150, made 
in February. We believe you do well 
take your profits. 


UNITED EASTERN 
Earning Its Dividend 


I have several hundred shares of United 
Eastern held for two years. At present price 
the stock shows a loss even after allowing for 
dividends received. Would you advise retuin- 
ing the stock?—H. G. K., Flint, Mich. 


While United Eastern is a decidedly 
speculative security, it is not without pos 
sibilities. If you can afford to assume a 
certain amount of risk our suggestion is 
that you continue to hold it. In August 
the company milled 10,300 tons of ore, the 
biggest in its history. The grade of ore 
has fallen off seriously being about $14 
a ton as against $20.69 in 1921, but operat- 
ing costs have been reduced and this, to- 
gether with the larger tonnage, has en- 
abled the company to show earnings in 
excess of present dividend requirements 
Last April the President estimated ore 
reserves at about 1 year’s supply but of 
course further development work may 
enable the company to operate profitably 
for several years. At present price of 
1% the stock does not look unattractive 
as a mining speculation. The company’s 
financial condition is good. 


WAYNE COAL 
Benefited By Strike 
Please let me have a report on Wayne Coal 
I hold 1,500 shares of the stock which hold- 
ing constitutes my main speculative commit- 


ment at the present time.—R. C. H., Phila 
delphia, Pa. 


The capitalization of Wayne Coal 
consists of $3,439,000 first mortgage 0% 
bonds, due 1937, and 1,550,821 shares oi 
stock of a par value of $5. The mort 
gage provides that dividends on the stock 
cannot exceed 40c. per share per annum 
while any bonds are outstanding. Up t 
date the company has not, to our know’ 
edge, issued any report for the year 1921 
The last official statement available 
covers the year 1920 when a net income 
of $962,296 was reported. This company 
is engaged in mining coal by the “strip- 
ping” process. This consists of remov- 
ing the earth and rock over the coal and 
mining the latter by small-power shovels 
This method can be used when coal is 
not covered by more than 60 feet of earth 
or rock. There is a good profit in cal 
mined by this process when the demeané 
for coal is brisk, but when the demand 
is not very good this type of coal is hard 
to sell as it is not very much in favor, 
due to the fact that the percentage of 
foreign material in the coal runs rather 
high. No official statement of earnings 
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been issued the current year, but un- 
cial estimates are that a dollar per 
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MAY DEPARTMENT STORES 


NE of our recent offerings was an issue 
Strong Financial Condition 


of $10,000,000 Brier Hitt STEEL 
m anzious to learn the facts as to the 


fy neial conditi May Department Stores. _ J ‘irs rage yQ% Bonds. 
nh Washington, Dog. ment Stor Company First Mortgage 5 % % 


May Department Stores is in very good The Company is a substantial producer in a 
incial condition. As of January 31, oe . ; > 
2, the company had Liberty bonds basic industry, and controls large ore and fuel 
minting to about $4,000,000, cash on 
d about $3,500,000, inventories about 
(0,000, accounts and notes receivable ? : ‘ , ove tb ti 
100,000. Against these large current The ¢€ ompany s properties ave been ecstl- 
ts “r : , $1,888 ° : ze . , 
—Seggg ry ge Brae oF somone mated by independent interests as w orth 
1922, the company carned $16.82 a $47,000,000o—more than 4 times the 
re on the common stock as against this is 
$1.51 in the previous year. amount of this issue. 


sources. 


WORTHINGTON PUMP PRE- Net earnings after depreciation, as reported 
FERRED B by the Company, for the seven-year period 
Has Large Asset Value ended with 1921, averaged more than 7 times 


1 few months ago I purchased 50 shares interest requirements on this issue, 
0! Worthington Pump preferred B stock at 
In view of — decline in price — a ™ ; 
e uncert t t. y > 
ve the dividend will be continued and has We recommend these bonds for investment. 
stock good value behind it?—S. G. L., 


hester, N. Y. A circular fully describing the issue will be 


We regard Worthington Pump Pfd. B furnished on request. 
ck favorably, and while it is not one 
the high-grade preferred issues, we 
| that the continuance of dividends is SS ee 
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MARKET STREET RAILWAY 
Good Earnings 


Guaranty Company of New York 








ou recently recommended to me Market 
et Railway 6% prior preferred stock which 
velieve is @ good suggestion, but I would 
to have more information about the com- 
y, viz., earnings, capital, past history, etc. 
you oblige?—U. V. A., New York City. 
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Che Market Street Ry. Co. is a reor- fi 

ization of the United Railways of San , W 

ancisco, and is an amalgamation of ; t ~~ : HOTEL OLCOTT 
ven companies operating the street a Main py ttee Fifth Avenue and Thirty First Street 
ilroads in and around the city and if “ti Mh ay 

unty of San Francisco. The capitali- Bos meer 2 5 NEW YORK 

tion was scaled down in 1922 from $82,- ; 131% Centrally Located 

0,000 to less than $48,000,000. As of De- hicks. is Comfortable Appointments 
mber 31, 1921, the company’s proper- 3 fe FE Delicious ood 

S were carried at $46,858,334 and sur- ME AP Room - running water? 3S 

us and reserve amounted to $1,718,893. 33 Room - with’ bath Bm, 
Vorking capital is in excess of $1,000,000. : Suites from *8 to*10 


The company’s total funded debt 
(Please turn to page 170) 
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Over 40 
Years Ago 


when public utility securities 
were practically unknown, we 
financed the Edison Electric 
Illuminating Co. of New 
York, now the New York 
Edison Co. Subsequently, we 
organized and financed the 
Edison Electric Illuminating 
Co. of Brooklyn, now the 
Brooklyn Edison Co., Inc. We 
have since been prominently 
identified with the financing 
of public utility corporations 
located in many of the leading 
cities of the country, includ- 
ing Chicago, Baltimore, De- 
troit, Cleveland, Niagara 
Falls, Milwaukee, Kansas City 
and Atlanta. 


Our “Investment Suggestions” will 
be furnished upon request. 


Write for Circular No. 765 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 
Members New York Stock Exchange 
Members Chicago Stock Exchange 
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ISSUES 











We are prepared 
to buy, sell and 
quote, and to furnish 
full information re- 
garding the various 
Standard Oil Se- 
curities. 


CARL H. PFORZHEIMER & CO. 


Dealers in Standard Oi] Securities 
Broad St. New Yor 


Current Bond Offerings 


EFLECTING either lessened in- 
vestment demand or hesitation of 
investment houses to offer new se- 
curities, volume of new offerings fell to 
a low point in the past two weeks. In 
the week ended November 18, for ex- 
ample, there was a volume of only about 
$37,000,000 which is less than one-half 
the average amount offered weekly last 
Spring and Summer. It is obvious that 
the recent reactionary tendency of se- 
curities has had something to do with 
the lessened output of new securities. 
Public _ utility comprised the 
greater part of new bond offerings in 
the past week, amounting to about 27 
millions out of the total 37 millions of- 
fered, the rest being divided among state 
and municipals, industrials and land- 
bank securities. There were no railroad 
or foreign issues. 


issues 


It is not likely that investment demand 
will prove of large dimensions during the 
next few weeks although it is anticipated 
that there will be an increase of money 
for investment when the first of the year 
comes around. ; 

With money rates at a generally higher 
level, it is expected that some upward 
adjustment will have to be made in the 
rates offered on new issues. This has 








NEW BOND OFFERINGS 


STATE AND MUNICIPAL 


Yield Off’d 

Amount (%) 

Syracuse, N. Y....... $615,000 3.95 
Hillsboro Co., Fla. ..1,500,000 4.70 
Delaware Co., Pa.... 500,000 4.05-4.00 
Chester, Pa 700,000 4.075 
State of Illinois...... 4,000,000 4.00 


PUBLIC UTILITY 


Tide Water Power 

Co. 

Louisville 

Electric 

Cin., Newport 

Covington Ry. Co. 4,000,000 
Sioux City Gas & 

Electric 


INDUSTRIAL 


Lion Collars 
Shirts, Inc ' 6.75 
Penn. Coal & Coke.. 1,600,000 5.50-5.75 
Ed. Langer Printing 
6.50 


LAND BANK 


First Carolina Jt. 
Stk. Land Bank. .$1,125,000 4.66—5.00 
St. Louis Jt. Stk. 


Land Bank 1,000,000 4.60-5.00 




















already been reflected in the rates on 
land-bank offerings which now are from 
4.6% to 5% as against an average of 
about 4.5-4.75%. Rates on municipals 
are also slightly higher. 


Under existing conditions in the money 
market, it is likely that issuing corpora- 
tions will not find it so easy as they have 
previously to carry out their refunding 
plans though companies of the best credit 
will always find means of securing funds 
under any conditions. Weaker com 
panies, financially, however, will prob 
ably have to pay slightly more for their 
borrowings though rates should not 
climb much above present levels. 


Conclusion 


In any case, the more attractive yields 
now obtainable in old issues, owing to the 
recent decline, adds a new competitive 
element to the situation, something which 
is not altogether in favor of the new of- 
ferings, unless that factor is offset by 
raising the rates on such offerings. 





AMERICAN LIGHT & 
TRACTION CO. 
(Continued from page 142) 








into the property over and above the cash 
dividend, stock dividends were issued 
against part of the undistributed earn 
ings. In other words, it has been ca 
pitalizing the addition to value by the 
stock payments; while cash dividend in- 
creased on the credit side of the balance 
sheet it was offset to the extent of the 
stock dividend payment by a correspond 
ing liability on the debit side by increased 
stock outstanding. While the plan has 
been subjected to criticism, much of it 
due to improper understanding, there 
seems to be no reason why a company 
conservatively managed as this one is 
cannot continue the practice of it in- 
definitely. 

Only funded debt which the company 
ever had was $6,000,000 6% five-year 
notes issued in 1920, This was to en- 
able it to make large advances to sub- 
sidiary companies. Indicating the im- 
proved financial condition, only a short 
while ago $3,000,000 were paid off effect- 
ing an annual saving of $180,000 in inter 
est charges. 


Conclusion 


While in former years the common 
stock sold much higher, at current sell- 
ing price of a few points under 140 it 
appears to be selling high enough for the 
present on its yield. The yield at cur- 
rent prices, taking the portion paid in 
stock at its market value, is approximate- 
ly 7%. The common is traded in on the 
Detroit Stock Exchange and is also one 
of the most active issues traded in by 
those dealing in “over-the-counter” se- 
curities. It enjoys a ready market in 
New York with daily quotations. With- 
out detracting from its rating which 
is high, it would seem as if favorable 
opportunities for purchase at much 
lower levels might be forthcoming in 
view of irregular tendencies in mzrkets 
for securities. 


THE MAGAZINE OF WALL STREET 








| THE FUTURE OF BUSI- 


NESS CREDIT 


(Continued from page 153) 
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tivity and of change in banking condi- 
tons than has been true at any time in 
e recent past. 


Withdrawal of Funds from Abroad 


A factor tending to mask this whole 
ovement is seen in the continuous with- 
rawal of funds from abroad which was 
oted last month. It was then shown 
how our local financing for foreign coun- 
tries had greatly declined in the recent 
past. Still further decline has taken place 
vhile our banks have become more and 
more reluctant to embark any of their 
funds in short-term accommodation. It 
credibly reported that reputable Ger- 
man concerns which have tried to bor- 
»w in the New York market at from 
20 to 25% per annum have been refused. 
In view of this steady withdrawal of 
banking accommodation from the mar- 
ket so far as foreign financing is con- 
cerned a decline in foreign exchange 
rates has naturally taken place. This is 
reflected in the foreign exchange index 
chart printed last month which is again 
represented with the latest figures incor- 
porated. Only sterling holds its own or 
shows an improvement while during the 
atest period, subsequent io the compiled 
data shown in the index, there has been 
still further reaction, particularly in 
francs which have been in a state of col- 
apse. This latter is the outgrowth of 
the very confused German situation ag- 
gravated by uneasiness as to the Turkish 
utlook. However it may be explained 
the fact remains that this state of things 
has tended to withdraw banking funds 
from use in foreign trade to shift them 
nto domestic use. To the extent that 
this has happened the natural growth of 
mestic business as reflected in activity 
f bank deposits and in other ways, some 
which have already been referred to, 
masked, inasmuch as funds are pro- 
ided for the uses of domestic business 
vithout the necessity of greater activity 
1 bank deposits or more frequent resort 
reserve banks. 


Increasing Demand for Funds 


It is likely, however, that these factors 
iaking for concealment or tending to 
iask the actual situation, have largely 
exhausted their force so that from now 
n the full influence of a large business 
jemand may be looked for. This ought, 
1 the absence of some new factors that 
night relieve it, to result in more rapid 
idvance in rates of interest and in greater 
lrafts on the banks during the next 
nonth or so until there is a recession in 
uusiness, due perhaps to the closing of 
he so-called crop moving season. So far 
is any definite indication can be pointed 
jut, it is therefore in the direction of in- 
reasing cost and heavier demand—that 
Ss to say, demand which shows more ex- 
ensively on the surface—for business ac- 
ommodation. 
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Look for this design 


on the corner of 
your checks 


This little design bearing the words 
“Super-Safety Insured Bank Checks” on 
the upper right corner of your checks 
means that your banker provides you 
with checks that are covered by 
$1000.00 of insurance against loss 
through fraudulent alteration. 


It means that you don't have to trust 
to ingenuity for protection, but can write 
your checks with pen and ink or type- 
writer with positive assurance that you bank door 


are protected from check raisers. This transparent win- 
nt dow sign in black, yel- 
These checks are “The Safest Checks low and gold on your 


in the World.” Insurance makes them ae wil ene of 
so. This is the only positive protection 

you can get for a check, just as the only 

positive protection against any other 

loss, such as fire, theft, hold-up, tornado 

or flood is insurance. 


Banks displaying the door and grill 
signs pictured in the circle are banks 
that will gladly accommodate you with 
this added protection. There are thou- 
sands of them in the United States. 
Look for them in your city. 


Ask your banker for these checks 
today and get your free $1000.00 certi- 
ficate of insurance protecting you 
through loss from fraudulent alteration. On 
If you cannot find a banker in your . 99 
locality who can supply you with these the “‘ca-e 
checks, write us for the name of one Alongside the teller’s 
who will gladly accommodate you. pay iy A... A a 
will find this aluminum 
hanger. 


The Bankers Supply Company 


The Largest Manufacturers of Bank Checks in the World 


NEW YORK CHICAGO DENVER 
ATLANTA DES MOINES SAN FRANCISCO 


_ ee ara 

ame 000.00 

bes HE SSeS ITERATION! 

(ae) cogs STS 

\\ ATE a tM 

saflantrOR® ACQRENESIS verses 

Romany ME UNE R TT x 

pent UNS. s 

Insured in the Ye = “THE FIRST NATIONS : 
HARTFORD 
against loss through fraud- 


ulentor 





This $1000.00 of insurance 


is issued without charge to all depositors of banks 
furnishing these insured checks. Ask your banker 
for one today 


Protected by the Service of the William 
J. Burns International Detective Agency, Inc. 
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GOOD BONDS 


—for You 


HERE’S satisfaction in 

owning a good bond. 

It represents your 
money — money you have 
put aside for the future. 
And each interest coupon 
you cash is a tangible re- 
minder that your money is 
working for you — building 
your income, increasing your 
opportunities. 


The National City Com- 
pany offers to you the ser- 
vices of its international or- 
ganization to help you in the 
investment of your funds. 
Should you desire, the Com- 
pany will gladly recommend 
issues of securities which, in 
its opinion, are well suited 
to your individual investment 
requirements. 


Every month we publish a list of 
investment recommendations. You 
may have the circular by ask- 
ing for “Investment Securities.” 


The National City 


mpary 


Head Office: Nationa Crry 
Bank Burtpinc, New York 
Uptown Office: 42np St. anv 
Mapison Ave., New York 





Offices in more than 50 leading 
cities of the United States and 
Canada. 11,000 miles of private 
telegraph wires devoted to the 
investment business. 














STOCK VALUES AND IN- 
HERITANCE TAXES 
(Continued from page 124) 











the stock, and, second, its earning power 
over a past period of years. 

Because of these regulations, many ap- 
praisers have felt that the intention was 
to value the stock at its exact book value 
without adjustment save for goodwill. 
In other words, if a certain stock had a 
book value of say one hundred and twen- 
ty dollars per share, such appraisers 
would assess the amount for inheritance 
tax purposes at that figure unless they 
felt that the earnings for the past years 
had been such as to justify an adjust- 
ment for goodwill or for the evident lack 
of goodwill. 

I think we may assume that the inten- 
tion has always been a perfectly sincere 
one to find a just basis of valuation 
where the stock was thus inactive, but it 
is exceedingly doubtful whether such just 
basis has been found or is being found, 
when based only upon consideration of 
the book value of the stock and the earn- 
ing power of the stock for a limited num- 
ber of years. If the amount thus ob- 
tained is higher than the price that could 
be obtained for the stock on the open 
market, then it results in the penaliza- 
tion previously referred to. 

If it is the intention to penalize the re- 
cipient of stocks which are not actively 
dealt in upon an established market, there 
must be some reason for such penaliza- 
tion. What advantages if any, has such 
stock over the active market stock? The 
answer immediately offered is that such 
stocks are usually those of a close cor- 
poration and that ownership therein con- 
veys privileges and advantages not per- 
tinent to the stocks of corporations which 
are widely scattered as to ownership and 
which change hands frequently. One 
often hears this argument regarding the 
advantages of the stock of close corpo- 
rations. 

Men in active contact with business 
operation, however, know that it is fre- 
quently a fallacious argument. Expe- 
rienced investors realize quite well that 
the value of the stock of close corpora- 
tions depends entirely upon whether or 
not it carries with it voting control. If 
it does not carry control, if it is only a 
minority stock, then its value is limited 
almost completely by the wishes of the 
majority stockholders. If they choose 
not to declare dividends, then the minori- 
ty stockholders receive no dividends re- 
gardless of the earnings. A stock which 
receives no dividends has only two values 
left. One depends upon its ultimate shar- 
ing in the principal sum and in the ac- 
cumulated earnings, which involves the 
necessity of long holding with resultant 
decrease in present value. The second 
value lies in its realization through sale; 
but under the circumstances just named, 
who would buy it? Probably not the 
majority stockholders. Since they al- 
ready control the situation, they may not 
desire further stock holding, save at 
great sacrifice on the part of the seller. 
Neither would any others desire the 
stock, for when they acquired it they 


would be in the same situation as the 
minority stockholder who sold it to them. 

A block of stock in a close corporation 
sufficiently large to carry with it control 
usually has very marked advantages over 
the minority interests just discussed. 
Control may mean more than mere divi 
dend return, for it is possible that sucl 
control may carry with it the privileges 
of certain offices in the corporation witl 
more or less remunerative salary, an 
the right to build up a value of principa 
in excess of the income received as divi 
dends. 

It may readily be true that shares car 
rying control may have a value tremen 
dously greater than the shares of th 
same corporation which are part of th 
minority interest only. 

Weight must be given to this elemen 
in fixing a fair value upon such a blocl 
of stock. However, there are many case 
where these apparent advantages do no 
really apply. The beneficiary of a con 
trolling interest may be a minor not ye 
able to fill such positions or may be : 
widow unqualified to hold such position 
or to maintain the value of the stock i 
she should attempt to hold them. 

Consideration must also be given t 
the fact that in the majority interests o 
close corporations there is much greate 
likelihood that a large element of th 
value of stock prior to the death of th 
deceased was due to his personality o: 
ability or acquaintanceship, which valu: 
frequently perishes with his death and i 
not therefore any part of the asset whic! 
passes on to his beneficiary. This ma: 
apply to stock which has a well dete: 
mined market value as well as to stoc! 
whose value must be arrived at by arbi 
trary calculations. Grave injustice i 
taxation may result from failure to co1 
sider this element. 

As a partial offset to any advantag 
of stock in a close corporation, consid 
eration must be given to the element o 
ready realizability. In certain of the fed 
eral laws reference is made to “the readi 
ly realizable market value.” This is valu 
that presumably applies to the stocks 
whose market is established and where 
cash may readily be obtained in exchang 
for the stock when the holder so de 
sires. A stock having this value has 
tremendous advantage over other stock: 
with the same earning power and th 
same book value but which do not po 
sess this particular quality. Every ma 
in business, especially in times of stress, 
realizes the tremendous advantages for 
purposes of hypothecation or for pur- 
poses of sale of a stock which can | 
readily realized upon. Evidently an w 
listed stock which is not readily ma: 
ketable should not be valued at so hig 
a price as a standard marketable stoc 
unless it undoubtedly had some add 
tional advantages. 

Since capital stock is in reality a ce 
tificate of ownership of a pro-rata inte: 
est in certain net assets, it is natural th: 
the attempt should be made to value th 
stock by determining the selling value « 
the assets represented by the stock. This 
selling price involves the element of 
purchaser willing to pay this price for the 
assets. The point that is frequently over- 
looked is that this cash realizable pric: 
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or assets bears very little relation to 
he book value of those assets as shown 
n a balance sheet. 
It is probably in order here to remark 
iat even today there are many people 
ho do not undersatnd the function of 
balance sheet and who construe the 
sset valuation expressed therein as a 
atement’ of what these assets would 
ing on the market. It is probably this 
istaken viewpoint that has led the ap- 
aisers of capital stock for taxation pur- 
ses to give such undue weight to the 
ement of book value which is expressed 
irough balance sheets. 
A Statement of Affairs, prepared at 
mes for organizations, attempts to tab- 
ate assets at their cash realizable value; 
it it is not the function of a balance 
eet to make any such valuation. We 
ay illustrate this by use of one item, 
achinery. The machinery account in 
e balance sheet may properly display 
vo things: first, the amount originally 
<pended for this machinery, carried in 
e asset account so named; and second, 
e proportion of such purchase price 
hich has been distributed as a charge 
operating expenses under the head of 
epreciation, carried in the account “Re- 
rve for Depreciation on Machinery.” 
he difference between these two accounts 
carried out on the balance sheet as the 
set value. This really represents that 
yrtion of the amount that has been ex- 
ynded for machinery which will be 
iarged as an expense over the future 
ears of use of this machinery; but it 
ay bear very little, if any, relation to 
e price which might be realized if this 
achinery were offered for sale. 
To attempt to determine the market 
ilue of stock by means of asset valua- 
yn, evidently involves the necessity of 
lowing for any differences between book 
ilue and selling price. To illustrate: 
uppose a corporation with assets of $1,- 
10,000.00 has true liabilities of $400,- 
10.00, Capital $500,000.00 and Surplus 
*100,000.00 ; all valued according to proper 
lance sheet principles. The book value 
' this stock is above par, but the mar- 
t value probably would not be. That 
irket value would depend upon many 
ings, but with regular ordinary divi- 
nds it would normally be down in the 
<tys or thereabouts. If the attempt 
ere made to determine its value by the 
set method it might be found that the 
sets would shrink to, say, $700,000.00, 
lich would be a shrinkage of 30 per 
nt. Deducting the full amount of the 
ibilities there would be left $300,000.00 
apply to the Capital Stock which would 
at the rate of sixty cents on the dollar, 
$60.00 for a $100.00 share. This 
1ounts in the illustration to only 50 per 
nt. of the book value of the stock. 
In this first half of this article, I have 
tempted to present by means of queries 
e underlying principle of legal intent 
hich must determine the just methods of 
plying such laws, and to consider brief- 
some of the elements which must have 
eight in attempting such application. In 
second half I desire to discuss the 
aring which book value and earning 
wer have in the determination of a 
arket price. 
(To be continued in an early issue) 
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How do you pay your bills abroad ? 


a question for exporters and importers 


ANY American merchants 
M and manufacturers doing a 
foreign business keep checking ac- 
counts abroad for the advantages 
of paying their bills by check. 

The Equitable offers you the 
opportunity of carrying a checking 
account with an American bank 
abroad. 


Our London and Paris Offices 
are complete banking units. You 
may open an interest-bearing check- 
ing account with either or both and 
pay your foreign bills directly by 
check, 


This will save a considerable sum 
in interest each year, eliminate the 
speculation involved in meeting ob- 
ligations at a future date, establish 
a European credit reference, better 
advertise your name among over- 
seas business men and banks, and 
insure special facilities and conveni- 
ences when you or your representa- 
tives are abroad. 


The officers of our London and 
Paris Offices will gladly be your 
foreign trade advisers and will 
supply you with trade and credit 
information. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


UPTOWN OFFICE 
Madison Ave. at 45th St. 


LONDON 
3 King William St., E.C.4 


COLONIAL OFFICE 
222 Broadway 


Mexico City PARIS 
48 Calle de Capuchinas 


23 Rue de la Paix 

















We are offering a limited number of shares of 





PREFERRED STOCK 


of a Company with an uninterruptedly successful existence for 


over 50 years. 
Dividends have been paid consecutively for 33 years ex- 
cepting in 1907, when over $300,000 was invested in plant. 


Price 90 
To yield approximately 8.9% 


Circular and further information upon request 


LAWRENCE CHAMBERLAIN & COMPANY, INC. 


One Hundred Fifteen Broadway, 























New York 


























HUTH & Co. 
30 Pine Street New York 
Telephone John 4320 


INVESTMENT 
SECURITIES 


Foreign Government 
and 


Municipal Bonds 


Weekly price list 
and descriptive circular 
on request 


Address Dept. MW 





FOREIGN TRADE AND 
SECURITIES 
(Continued from page 115) 








ANSWERS TO INQUIRIES 
(Continued from page 165) 





























Municipal Bonds 


Yield 


$25,000 City of Portland, 
Me., 4%, due Dec., 1928 4.10% 
$50,000 State of Alabama 
41%, due June, 1931.. 4.25% 
$150,000 Kansas City, 
an., 5%, due August, 
1923/31 
$10,000 Chattanooga, 
Tenn., 6%, due Feb., 
1927/31 
$50,000 Little Rock, Ark., 
Disc., due Sept., 1923.. 4.75% 
$25,000 City of Tulsa, 
Okla., 544%, due May, 
4.80% 


4.35% 


4.60% 


$60,000 City of Paris, 
Tex., 5%, due Aug., 
1960/30 5.00% 


$75,000 City of Albany, 
Ala., 544%, due July, 
5.30% 


$25,000 City of lowa Park, 
Tex., 6%, 


1960/30 5.75% 


Full Descriptive Circulars on Request 


WADDELL 


MUNICIPAL BONDS 


89 Liberty Street New York 
Telephone, Cortlandt 3183 




















our private investments abroad, based on 
normal civilian peace-time economic rela- 
tions, being comparatively small, and the 
larger part of these is of short-term 
commercial credit nature rather than per- 
manent investments. 


The Proof 


While both the United States and Eng- 
land are creditor nations, therefore, the 
difference is that in our case the govern- 
ment is the chief creditor and the credit 
is based on a short spurt of war activity 
while in England the government has 
about as many debit as credit items and 
the larger part of the national foreign 
investment fund is held in private hands 
and the fund is the result of many years 
of peace investment and trade. Inter- 
governmental obligations are susceptible 
of reduction by negotiation to a much 
greater extent than private ones, especial- 
ly in cases involving such difficulties as 
the present Allied debts, so that the finan- 
cial basis of England’s foreign invest- 
ment fund must be considered much 
stronger than that of the American one. 
The proof is that the fifty millions re- 
ceived from Great Britain represent to 
date the only payments made on account 
of either interest or principal of the 
whole ten billions of Allied debt in the 
three years and more since the Peace 
Treaty. 


Conclusion 


Summing up our conclusions with re- 
gard to the Allied debt, we find that there 
are reasons to bclieve that a complete 
cash payment of the debt would be a 
detriment to our export trade, would in- 
volve a change in our tariff policy, a 
change in our policy toward foreign in- 
vestments, and in the form demanded, 
cash payment in gold, is impossible be- 
cause of the sheer lack of gold in suffi- 
cient quantities. On the other hand, there 
is no doubt that England is definitely able 
to pay off the debt, 1f in view of other 
considerations we decide that it ought to 
pay, and it is not impossible that certain 
of the other Allies may not eventually 
get into a position where they will be 
in a position to pay part if not all of 
their share of the debt. 

But we must not attempt to eat our 
cake and have it too: if we want full 
payment of our debt, we must not ex- 
pect to develop our export trade. We 
must also not forget the analogy between 
Allied debt and reparation debt; and we 
must not repeat the mistake that the 
Allies made, in insisting on the payment 
of a sum merely because it was due and 
acknowledged by the debtor to be due, 
without regard for what would happen 
if the debt were paid. We have seen the 
effects of forced payment, regardless of 
consequences, in the case of Germany; 
it would be deplorable if we did not 
utilize some of the lessons thus learned 
in our treatment of our own debtors. 


amounts to only $14,230,000, secured by a 
first lien on the company’s lines in the 
city and county of San Francisco and in 
the county of San Mateo, Calif., compris- 
ing about 198 miles, and by all the com- 
pany’s real estate and franchises. The 
6% prior preferred cumulative stock is 
outstanding to the amount of $11,600. 
000, preferred stock non-cumulative $.- 
980,000, second preferred stock $4,670,- 
000 and $10,600,000 common stock. The 
prior preferred stock, of course, has prei- 
erence as to dividends over the junior 
issues. 

Earnings have shown substantial im- 
provement so far this year, operating 
revenue for the 7 months ended July 3}, 
last, amounting to $5,460,000, leaving net 
after bond interest applicable to divi- 
dends on the prior preferred stock of 
$712,656 for the period. Earnings are 
now reported at the rate of $11 a share 
annually. 

There is 10!%4% back dividends due on 
the prior preferred stock. 


STANDARD TEXTILE PROD- 
UCTS 6%s 
An Attractive Investment 


Your opinion of Standard Teztile Products 
6%% 1st mortgage bonds is desired.—D. K 
L., Cleveland, O. 

Standard Textile Products Co. $6,000,- 
000 Ist mortgage 6%s, due 1942, are se- 
cured by a direct first mortgage on all 
fixed assets of the company valued as of 
September 30, 1922, at over 14 million. 
After giving effect to this financing net 
tangible assets of the company are valued 
at $3,218 for each $1,000 bond. For the 
four years and nine months ended Sep- 
tember 30, 1922, earnings before depre 
ciation, Federal taxes and inventory ad- 
justments averaged about 4% times in- 
terest requirements on this issue. Stand- 
ard Textile Products Co. is the largest 
producer of light-weight oilcloth in the 
world. Its products include “Sanitas,” 
a washable wall covering, “Meritas” oil 
cloth and “Meritas” leather cloth, com- 
monly spoken of as imitation leather. At 
the offered price of 100 to yield 61%4% 
this issue can be regarded as an attrac- 
tive investment. 


ROLLS-ROYCE OF AMERICA 7s 
Purchase Not Advised 


I am considering the purchase of a feu 
bonds of the Rolls-Royce of America as the 
yield is attractive, 7.2%. Do you regard them 
as a desirable investment?—F. 8., Moun 
Vernon, N. Y 

Rolls-Royce of America, Inc., was or 
ganized to manufacture the English 
Rolls-Royce car in the United States un- 
der an arrangement whereby the Englis! 
Rolls-Royce Co. has control of the Ameri 
can Co. through stock ownership. Full 
working operations started this year anc 
it is reported that since May 1 earning: 
have been at the rate of about twice in 
terest charges on the $2,000,000 fifteen- 

(Please turn to page 191) 
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ARE FRENCH BONDS ———— 
SOUND? | 
(Continued from page 116) 


Our Latest Service Letter 


calls attention to the possibilities of Diversification 
of Risk by investing in the securities of well-estab- 
lished electric light and power companies. 
The popularity of this type of investment is indicated 
by the fact that there are approximately 1,600,000 
holders of utility securities in this country. 





» the extent of creating an inflation 
which has not as yet been disposed of. 
French economists point out that the 
payment of principal and interest on 
Government bonds in paper francs instead 
f the promised gold, constitutes a virtual 
repudiation to the extent of the differ- 
ence between the values of the paper and 
he gold franc (the former being at the 
present time worth about a third of the 
latter). At the same time it is clear that 
the Government finds it easier to meet its 
bligations the further inflation proceeds, 
because the interest and sinking fund 
bligations, being fixed in face amount, 
onstitute a smaller percentage of the 
paper value of the national income deriv- 
able by taxation as wages and profits are 
inflated. The reverse is true, of course, 
na period of deflation; the fixed obliga- 
tions of the Government constitute a 
heavier burden on the national income 


expressed in paper money. Paine, Wiechher & Company 


See eee FP me 8! ene OY ff ee #8 |) So 


We will send on request a copy of this Letter, also 
circular describing a 7% Cumulative Preferred 
Stock of an electric light and power company which 
may be purchased to yield over 7.50%. 
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Send for Letter MW-N25 
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There is, therefore, a very strong 
reason for Governments in a_ position 
where service on their debts constitutes a 
large part of their current expenses to : —— paca gl aa 


favor inflation, whatever they may say —— pnovepence DULUTH 
t GRAND RAPIDS 


publicly, because inflation constitutes a 
partial repudiation and hence a lightening Members New York, Boston, Chicago, Detroit and Hartford 
of the burden of government. ai Se ' , Steck Eeshangeo 
. New York Cotton Exchange Chicago Board of Trade 

France, therefore, faces the following 
dilemma: If it inflates further, it has 
the example of its neighbor across the 
Rhine to warn it of the results of a 
breakdown of the currency. If it de- 
flates, the burden of interest and sinking 
fund on the public debt will become un- 
bearable, as wages, prices, profits and 
national income decline while interest 


— = a. nl Ss Worthington Pump OLDERS of — is- 
deflation, therefore, it is not unlikely tha ” sues are invit oO 
a frank repudiation of part of the debt Preferred “A ° . t 
would take the place of the concealed send for our current mem- 
repudiation which takes place under in- . . con 
flation. It is hard to tell in which of the Barnsdall orandum discussing an om 
two cases the dollar debt held in America ° co Agss teresting situation in re- 
would be most imperiled, but we take it Corporation A ard thereto 
that the foregoing has already shown the § * 
existence of certain unsound features in . i ° 
the French financial situation which Virginia- Carolina Kindly ask for MW-29 and 
should be carefully considered by pros- Ch ° . . 

’ emical specify the issue held. 


pective and actual holders of French 
france or dollar securities. 
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He will not stay with a trade more 
than a few points if his judgment ap- 


pears to be wrong as to its direction, and NEWBURGER, HENDERSON & LOEB 


he will not stay with it more than a few 
lays if it does not perform as it should Members of New York and Philadelphia Stock Exchanges 


within that time. 

These two methods are what might be 100 Broadway, New York - Telephone Rector 7060 
called the life-blood of his trading meth- 202 Fifth Ave. at 25th St. S11 Fifth Ave.at43rdSt. | 22 W. 33rd Se. 
ods, because they keep his capital in con- 
tant circulation and enable him instant- 
ly to command it for the market oppor- 
tunity which is most promising at a given 
moment. 

(To be continued in an early issue.) 
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TOBEY & KIRK 


Members New York Stock 
Exchange 


Founded 1873 


Accounts 
Carried on 
Conservative 


Margin 


25 Bread St., New York 
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Special Letter on 


Missouri, Kansas & 


Texas Railroad Co. 


Convertible Adjust- 
ment 5s 


Preferred Stock 


Common Stock 


AskK For MW-9 


CARREAU « SNEDEKER 


MEMBERS NEW YORK STOCK EXCHANGE 
59 WALL STREET 
NEW YORK 


Tel. Bowling Green 1140 

















IMPORTANT ISSUES 


Quotations as of Recent Date 


Aeolian-Weber — 10 
Pf. 
American Piano 
Pfd. 
American Type Founders.... 
Atlas Portland Cement 
Babcock & Wilcox 
Borden Co. 
EE, icnacktcnuenmes 
Celluloid Co. 
Childs Co. 
Crocker Wheeler 
Pfd. 
Jos. Dixon Crucible 
Gillette Safety Razor 


Ingersoll Rand 

New Jersey Zinc 
Niles-Bement-Pond 
Phelps-Dodge Corp’n 
Royal Baking Powder 
Savannah Sugar .. 

Pfd. 
Se BE, GM. ncccsscesses 
Thompson-Starrett 
Victor Talking Mach. (New) 160 
Ward Baking Co. .......... 113 
Yale & Towne 
Lawyers Mtg. 


*Listed on N. Y. Curb Exchange. 





Comparatively Few Changes 
Ingersoll-Rand and New Jersey Zinc 


Feature 


TOCKS in the over-the-counter mar- 
ket during the fortnight ruled steady, 
with comparatively few changes. 
The features were Ingersoll-Rand, New 
Jersey Zinc and Yale & Towne. 
Ingersoll-Rand moved up 20 points, re- 
flecting the distribution of 100% stock 
and 10% cash authorized by the directors 
on November 15th. The company’s re- 
markable cash position was brought out 
in our issue of October 28th. The new 
capitalization will be as follows: 


Class Authorized 
Ist Ss $3,000,000 
Preferred 6% Cum.... 5,000,000 


In cash the directors declared a divi- 
dend of 10%, payable January next which 
is equivalent to $20 a share on the old 
capital. This will give the stock 25% for 
the year, two previous quarterly dividends 
of 21%4% each having been declared. 


New Jersey Zinc 


New Jersey Zinc was active at a con- 
siderable advance over the previous week. 
For those investors who purchased this 
issue on the recommendation of this de- 
partment (September 2, 1922) around 
150 and who are holding it purely as an 
investment and without regard to price 
swings, the continued forward progress 
of the company has been encouraging. 
The company has just announced its re- 
sults for the September 30th quarter, and 
it is interesting to compare these with 
previous quarters: 


Net Income by Quarters 


1921 1922 
$1,086,080 

583,927 1,586,645 

763,053 1,732,521 


The New Jersey Zinc Company’s out- 


Over-the-Counter Market 


standing funded debt consists of 


$4,000,000 issue of Ist 4s, requiring $160, 
000. Deducting a full year’s interest 


from the net income in the first 9 month 
(as shown above), it is seen that Zin 
has already earned over $4,235,000, o 
substantially more than $9.40 per share 
on its stock, comparing with the presen 
full-year dividend rate of $8 per shar: 


Yale & Towne 


Yale & Towne has ordered an increas 
in its capital stock from $5,000,000 t 
$10,000,000 and a reduction in the pa 
value from $100 to $25. The additiona 
stock is to be issued to stockholders as 
100% stock dividend. In connection wit! 
this action, the following official stat 
ment is of interest: 

“The contemplated reduction in the pa 
value of the company’s shares to $25 i 
in line with the recent action of man 
other companies, and merely conform 
with the usual par value of the stock o 
Connecticut corporations. 

“The conversion of a portion of th 
‘surplus’ into ‘share capital’ is also in lin 
with recent action: taken by many indus 
trial enterprises. During the past te 
years the growth of the company has re 
quired the investment of a considerab!l 
amount of capital in building, machinery 
inventories and credit to customers. | 
has been the policy of the directors t 
finance this growth out of profits when 
ever possible, instead of financing by th 
sale of new stock. This policy has re 
sulted in investing the stockholder 
money in machinery, equipment, etc 
which cannot be distributed and can onl 
be represented by stock certificates. 

“The proposed transfer of $5,000,00 
from ‘surplus’ to ‘capital’ will give to eac 
stockholder shares representing in th 
aggregate the same value as his presen 
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shares, and the same interest in the com- 


iy’s assets. 
‘During the past ten years net profits 
the business, after the payment of all 


a.es, have amounted to 13.3% on the 


il investment, which is a rate of return 
exceeding that essential to the con- 
ied prosperity of a manufacturing 


v iness subject to varying conditions and 


¢ n competition, and under the necessity 


additions to its plant and equipment. 





{OW THE “PAPER” BONDS 
COMPARE 
(Continued from page 118) 








bags, which in some measure is de- 
dent on general business prosperity. 


» addition, Union Bag 6s are selling only 


en points below their call price of 105 
ter May 1, 1932, bonds may be re- 
med at par plus %% for each year by 
ich maturity is anticipated), whereas 
ernational Paper 5s are over fifteen 
nts below their redemption level. Fur- 


h-rmore, the authorized amount of the 


ion Bag & Paper issue is $15,000,000 
iinst which only $6,500,000 bonds have 
n issued, while in the case of Inter- 
tional the mortgage is now practically 
»sed,” 

in the other hand, the Union bonds 
ry a higher coupon and give a slight- 
better yield. All things considered, 


1owever, the writer prefers the Interna- 


nal Paper 5s and while a switch from 
“Unions” to the “Internationals” 
uuld mean a slight sacrifice in current 


turn, the transaction should in the long 
n prove profitable. 





BUSINESS ACTIVITY AT 
PEAK 
(Continued from page 122) 








-vidence of it, the present outlook point- 


sree 


‘eo —n7 &—s 


to very decided current growth in 
mand. 


Business and Credit 


‘he general prospect of business is, of 
rse, to some extent, dependent also 
m the cost of credit. This is still 
ling to advance somewhat as illus- 
ted by higher rates of interest for com- 
rcial paper and for line of credit 


o.ns at banks. On the whole the expan- 
ion in cost of tunds for commercial use 


not likely to go to any very extreme 
ent, but is already sufficient to make 


t appear that there will be an increasing 
lement in business cost on this score 


t deserves at least some attention as a 
tor in the probable development to be 
pected for the future. This tends to 


enforce the conclusions already arrived 


as regards manufacture and trade. 
ie outlook on the whole, however, is 
orable to a high and well sustained 
el of business for a good many weeks 
come. Whether the expansion will 
itinue indefinitely, past the turn of the 
ir, is a matter as to which there is still 
nty of field for difference of opinion 


» th (as already stated) a growing ac- 


mulation of evidence tending to show 
“slowing down.” 
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How I Trade and Invest 
in Stocks and Bonds 


by Richard D. Wyckoff, 


Editor of The Magazine of Wall Street 


No one who buys securities—whether he be an odd-lot 
investor or a trader on a large scale—is thoroughly equipped 
unless he has digested the lessons that Mr. Wyckoff sets forth 
in this book—the result of 33 years of experience in Wall Street. 


The man who has conducted his own business successfully 
has not had time to delve into the principles that underlie in- 
vestments. He therefore must rely upon those who have studied 
the subject from every angle. 


As Editor of THE MAGAZINE OF WALL STREET, 
Mr. Wyckoff has come in active contact with the mistakes of the 
average security buyer, and has developed into successful in- 
vestors many thousands of business men who had lacked the 
necessary training in the principles of security values. 


PARTIAL CONTENTS 


Profitable Experience in the Brokerage and Pub- 
lishing Fields. 

Why I Buy Certain Stocks and Bonds. 

Unearthing Profit Opportunities. 

Some Experiences in Mining Stocks. 

The Fundamentals of Successful Investing. 

The Story of a Little Odd-Lot. 

The Rules I Follow in Trading and Investment. 

Forecasting Future Developments. 

The Truth About “Averaging Down.” 

Some Definite Conclusions as to Foresight and 
Judgment. 

Safeguarding Your Capital. 

How Millions Are Lost in Wall Street. 

The Importance of Knowing Who Owns a Stock. 


This volume, handsomely bound, is an attractive 
addition to any library, whether at home or 
in the office. Price $5, postpaid. 
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THE MAGAZINE OF WALL STREET, 
42 Broadway, New York. 


Gentlemen:—Enclosed find $5. Send me HOW I TRADE AND INVEST IN STOCKS AND 
BONDS, by Richard D. Wyckoff. 


























ODD LOTS 


have filled the strong- 
boxes of the thrifty with 
readily marketable and 
income producing secur- 
ities. 

We specialize in the exe- 


cution of Odd Lot orders 
for any l‘sted securities. 


INTERESTING BOOKLET 
ON ODD LOT INVEST- 
MENTS SENT ON REQUEST 


Ask for No. MW 


(HisHoLM & (HAPMAN 


Membere New York Stock Exchange 
52 Broadway, New York City 
g Telephone BOWling Green 6500 
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Our Market Letter 
Contains 


1. Comprehensive dis- 
cussions of the 
fundamental condi- 
tions affecting se- 
curity prices. 


. Analysis of partic- 
ular securities. 


. Investment sugges- 
tions. 


Published every two weeks, 
it constitutes a valuable 
service to the stock and 
bond buyer. 


Current issue on request 


SHONNARD & CO. 


Members of N. Y. Stock Exchange 
120 Broadway New York 


Uptown Office 
| Hotel St.Andrew— 72nd St.&B' way 
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MARKET STATISTICS 


N. Y. Times Dow, Jones Avgs. 
40 Bonds 20 Indus. 
98.45 


Monday, Nov. 6 80.05 
Tuesday, Nov. 7 
Wednesday, Nov. 8 
Thursday, Nov. 9 

Friday, Nov. 10 
Saturday, Nov. 

Monday, Nov. 13 
Tuesday, Nov. 14 
Wednesday, Nov. 15..... 
Thursday, Nov. 

Friday, N 

Saturday, Nov. 18 


79.80 
79.87 
79.51 
79.40 
79.19 
78.56 
78.60 
76.66 
78.64 
78.68 


99.53 
98.98 
97.50 
95.88 
95.37 
93.61 
95.11 
94.72 
95.09 
95.36 


N. Y. Times 
—50 Stocks—~ 
20 Rails High Low 

90.16 88.39 87.32 
BROLIDA Y¥ 

90.48 89.35 87.54 
90.43 89.35 87.94 
89.50 88.04 86.53 
88.20 86.69 85.34 
87.53 85.83 84.55 
85.85 85.39 82.84 
86.07 84.90 83.10 
85.59 85.43 83.27 
86.15 84.47 83.28 
86.10 84.21 83.05 


Sales 
656,240 


868,399 








BANK RULINGS AND DE- 
CISIONS 


(Continued from page 152) 

















exchange drawn against actually existing 
values within the meaning of the third 
paragraph of section 13, and is, there- 
fore, excepted from the limitation in 
question. 

This ruling is in line with prior rulings 
of the board in which it has been held 
that a bill of exchange drawn by- the 
seller of goods sold and delivered on the 
purchaser and accepted by the purchaser 
may be treated as a bill of exchange 
drawn against actually existing values, 
when it is drawn at the time of, or within 
a reasonable time after, the sale and de- 
livery of the goods, so as to warrant the 
assumption that the goods are in the pos- 
session of the purchaser, either in their 
original form or in the shape of the pro- 
ceeds of sale. 

As to what is to be included under the 
head of “bills of exchange drawn against 
actual existing values,” the same contro- 
versy that has long been in progress still 
exists. In the endeavor to adjust it the 
Federal Reserve Board has recently made 
a classification of bills with a view to 
indicating in what. circumstances such 
bills may be regarded as drawn in good 


faith against actually existing values. On 
this point certain necessary criteria are 
laid down as follows: 

1. Bills arising out of bona-fide sales 
In order to be a bill drawn against actual 
existing values the bill must first of all 
be drawn against a bona-fide sale, in- 
volving an actual transfer of title from 
seller to buyer. 

2. Bills must be valid. In order to 
be included as drawn in good faith bills 
are in all cases required to be valid and 
negotiable, excluding fictitious or dummy 
drawees or endorsees who for one rea- 
son or another have been released. 

3. Bills discounted for acceptance. 
Bills may be drawn against actually ex- 
isting values and so treated even before 
acceptance provided that they are then 
accompanied by warehouse receipts, ship- 
ping documents, etc. 

4. Accepted bills. When bills have 
been accepted and the attached documents 
removed, bills are still considered drawn 
against actually existing values provided 
that the drawer has furnished to the 
drawee some commodity of value which, 
when converted into money, will suffice 
to pay the bill at maturity. 

5. Bankers’ acceptances. Bankers’ ac- 
ceptances are included as bills of ex- 
change drawn in good faith against ac- 
tual existing values. 
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Investment Securities 


Our Investment Department 
will analyze your security 
holdings and make special 
reports as conditions change. 


We will be glad to forward 
our current list of offerings. 


LYMAND.SMITH & Co. 


Members New York Stock Exchange 


34 Pine Street 527 Fifth Avenue 
New York New York 


Telephone, John 4100 Telephone, Murray Hill 3700 















































WHITEHOUSE & CO. 


ESTABLISHED 1828 


111 BROADWAY, NEW YORK 


Stocks and Bonds 


Accounts Carried 


Members 
New York Stock Exchange 


168 REMSEN ST. KEYSER BLDG. 
BROOKLYN . BALTIMORE 


























ESTABLISHED 1856 


H. HENTZ & CO. 


Commission Merchants and Brokers 


16-22 wa ae 55 couenaes STREET 
NEW TON, MASS, 


Execute Orders for Future Delivery 
COTTON 
On the New York, Liverpool and 
New Orleans Cotton Exchanges 
COFFEE & SUGAR 
On the New York Coffee and 
Sugar Exchange, Inc. 
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change 


GRAINS & PROVISIONS 
On the Chicago Board of Trade 


STOCKS & BONDS 
On the New York Stock Exchange 


Members of 
N. Y. STOCK EXCHANGE 
N. Y¥. COTTON EXCHANGE 
N. Y. COFFEE AND SUGAR 
EXCHANGE, INC. 

N. Y¥. PRODUCE EXCHANGE 
CHICAGO BOARD OF TRADE 
Associate Members: 
LIVERPOOL COTTON ASSN. 

















Established 1880 








James E. Bennett 


& Co. 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 
a York Produce Exchange 

New York Curb Market 
Chicago Stock Exchange 
St. Louis Stock Exchange 
Chicago Board of Trade 
Kansas City Board of Trade 
St. Louis Merchants Exchange 
Minneapolis Chamb. of Com. 
Winnipeg Grain Exchange 


Winnipeg 
New York—PRIVATE WIRES—Denver 
New Orleans 


LISTED & CURB STOCKS—ODD LOTS 
DENVER OIL STOCKS 


332 S. La Salle St., Chicago 


BRANCHES 


Burlington, Ia. Tenn. 
Cairo, Illinois Tl. 
Cedar Ia. 


Sioux 

Streator, 

Storm Lake, Ia. 
Waterloo, Iowa 
Watseka, 

Wi 











Railroaded? Is % | Soanay Over 
Beate Oil Round T. 
e 


Steel 
Stock Holdings, Overhauling Your 
Stock Market Averages 
Stock, Which is the Best $8 
Sugar 
Superior Oil 
Tennessee Copper 
Texas Co. 
Textiles 
Tires 
Trend of Money Prices & Credit 
Unlisted Utility Bonds 
. S. Public Service Co 
Utah Copper 
Victor Talking Machine Co 
War Should Come? If 
Weber & Heilbroner 
Wells-Fargo Express 





INVESTORS’ VIGILANCE 
COMMITTEE, INC. 
(Continued from page 159) 











vinced that they should not be made and 
sold. 

And if the fake promoters are to be 
deprived of their golden harvest, the 
millions of men and women who pour 
upwards of three billions of dollars each 
year into the yawning coffers of this mis- 
erable fraternity will have to be con- 
vinced of the futility of such practices. 

Where legislation has failed, education 
can succeed. Where laws prove useless, 
teaching will prove useful. If the “better 
classes” (whoever they are) honestly de- 
sire to protect the lower classes, educa- 
tion will do the trick. 

Representing the best that is in busi- 
ness, the leading business men and 
women of the country, are the thirteen 
hundred chambers of commerce and other 
business organizations of this country. 
They are looked to by the people for 
leadership, for guidance, but, above all, 
for information. What these chambers 
say is universally believed to be true. 

If these bodies will only decide that 
the time for action has come; if they will 
put aside hesitancy, dithdence, timidity, 
cr whatever other faz:ors are holding 
them back; if they will CIVE THE 
PUBLIC THE INFORMATION 
WHICH, CORRESPONDING TO 
EDUCATION, WILL THROW THE 
COLD, GLARING LIGHT OF TRUTH 
ON THE FRAUDULENT PROMO- 
TIONS WHICH THE FAKESTERS 
ARE ABOUT TO LAUNCH, then the 
piracy which these individuals can now 
practise with such ease and so little fear 
can, at last, be stamped out, stamped on 
and mangled as it deserves. 

What step to take first? Join the In- 
vestors’ Vigilance Committee, Inc. 
What then? Read its bulletins, learn 
what promotions are being circulated in 
your own village, or town, or city, or 
State. What else?- BROADCAST THE 
FACTS, AS YOU LEARN THEM; 
tell your fellow citizens, by letter, by 
public notice and by public meeting, what 
the ships look like these pirates are travel- 
ing upon, what course they are following, 
what misery they will cause if not 
avoided, and, above all, HOW TO 
AVOID THEM. 

If the thirteen hundred chambers will 
do thesé things—and, for sure, it is little 
enough—the fraudulent promoters may, 
at last, be hoist in their own petard. And 


the billions of dollars which heretofor 
have been enriching thieves and swindler 
to the discouragement, if not the very 
endangering, of legitimate business wil] 
flow where it should flow: Into the hon. 
est, progressive and forward-looking 
channels of trade. : 





WORLD DEBTS SHOULD 
BE SETTLED 
(Continued from page 108) 








“It is necessary,” Judge Gary said 
apropos of this, “to have a well-disposed 
nation, through its selected representa- 
tives, take the lead in a movement of this 
kind.” 

The representative, as suggested by 
Judge Gary, would be a man such as Sec- 
retary Hughes. It is doubtful if there 
could be found in all the country a man 
more eminently qualified 10 take the ‘ead 
in a matter of this kind. 


Repudiation Not Favored 


As can be seen, Judge Gary does not 
favor the often broached subject of the 
repudiation of debts. This idea, in {act, 
is extremely distasteful to him, as it 
should be to all thinking men of business. 
It is not a good basis for international 
trade. He said regarding this, “The doc- 
trine of supply and demand, which is one 
of mutuality, is germane to the present 
public and private discussions relating to 
the enormous debts owing by certain {or- 
eign nations to the United States. They 
were voluntarily, openly and fairly con- 
tracted. They cannot properly be can- 
celled or disposed of on any other basis, 
without doing violence to well-recognized 
principles of justice and rules of pro- 
priety. To cancel these debts or any 
part of them without full payment would 
be forced charity, and that is never agree- 
able to the donor and, as a rule, equally 
disagreeable to a self-respecting person 
or nation. It is the individual citizen of 
the different countries who are to be con- 
sulted and whose decisions must control. 
Americans generally would not be con- 
tented with governmental action which 
relieved from debt the citizens of a {or- 
eign nation by increasing the burdens of 
the former. Likewise foreigners generally 
would oppose any such enforced act of 
charity. Certainly it would be abhorrent 
to the business men and women of those 
countries. This attitude has no bearing 
upon the question of furnishing chari- 
table and Christian relief to foreigners 
who are in distress and need immediate 
aid, which cannot be provided at hoine. 
This has always been and will continue 
to be done by the people of every land.” 

According to ex-Senator Burton, who 
recently returned from a visit to various 
countries of Europe, these debts were 
legitimately contracted, the money used 
in making the advances came in the frst 
place from the American public, and if 
we should be lenient or favor the cancel- 
lation of these obligations, the recult 
would be to again put the European 
nations upon a financial footing which 
would enable them to engage in war. 
Enormous funds would thus be wasted, 
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say nothing of the disruption of busi- 


ness, even though we were not personally 
d-awn into the conflict. 


Europe Would Cooperate 


udge Gary is certain of the willingness 
European nations to legitimately settle 
ir obligations to us as soon as pos- 
le. “In the judgment of many of us,” 
stated, “the foreign nations can and 
willing to pay their debts, some 
ner than others, and most of them 
ner than is now generally admitted. 
is we have publicly asserted several 
ies. We know something of their 
acity to work and earn and save and 
ive; of their success in business and 
ir mode of living. No doubt, in many 
tances, productive capacity has been 
luced and we share in their suffering 
account of deprivation. We should 
cheerfully willing to extend payment 
reasonably low rates of interest. We 
uld be glad to make new loans when- 
‘rs we are confident they will be paid, 
1 thus assist in restoration and re- 
bilitation. 
“Foreign debtor nations need not ex- 
‘t a return of fair rates of exchange 
cept by producing and selling to other 
intries what can be utilized by the 
ter. It is believed some, if not many, 
the great debtor nations can produce 
re than they are now producing and 
n, without suffering, materially increase 
‘ir economies. When a man or a 


pation is in debt there should be prac- 


n 


I 


ed at all times rapid economy and 
iximum industry until after debts are 
d and the equilibrium of the basis of 
changes is restored. It is needless to 
ore the well-tried law of supply and 
mand. It cannot be done successfully. 
“The world, now more than ever be- 
re, needs peace, international and 
mestic, political, social and industrial. 
is a time for work, economy, saving, 
ift; honest, reasonable and intelligent 
ognition, observance and enforcement 
the rules of law, propriety and com- 
n sense.” 


POSITION OF THE FRANC 


TTENTION in the exchange mar- 
‘% ket has been strongly attracted dur- 
ing the past week or two to the 
ition of the franc. Theoretically the 
tus of that currency has been evident 
a long time. France, unless she can 
ect her claims on Germany, is almost 
a bankrupt condition. If Germany 
n becomes absolutely unable to pay, 
nce (which has relied so largely upon 
rman payments to balance her own 
lget) must admit her inability to do so. 
The strong artificial support given to 
ench securities by sundry banking 
ises has of course tended to prevent 
full effect of the decline in the franc 
1m becoming evident. These, however, 
now manifestly on their way to reali- 
ion, and it may be expected that, as 
y are fully understood, francs will 
low marks downward, although of 
irse at a considerable distance. 
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FIFTY-TWO YEARS 
OF FINANCIAL SERVICE 


We offer the service of the following departments to 
investors and prospective investors: 





Bond Department 

Unlisted Department 

Stock Transfer Department 
Tax Department 

Statistical Department 
Listed Securities Department 


Our fast wire service insures prompt executions in any and 
all markets. 


Stock Exchange Securities carried on a conservative basis. 


RICHARDSON, HILL & CO. 


Established 1870 
50 CONGRESS ST. BOSTON COPLEY PLAZA HOTEL 
PORTLAND BANGOR NEW HAVEN 
Members Boston, New York and Chicago Stock Exchanges 














LEADERSHIP 


Quality -Price -Service 


Throughout the world- 
wide Republic organ- 
ization, Service is re- 
_garded as the most 
important factor in 
motor transportation. 


REPUBLIC TRUCK SALES CORPORATION 
ALMA, MICH. 


REPIIBLIC 


Republic has more trucks in use than any other 




















Canadian Pacific 
System 


Manitoba & Southwestern 
Colonization Rwy. 


Bonds 
DUE: 1934 


First Mtge. 5% 
ISSUED: 1884 


FIRST mortgage on 215 
miles, at the rate of less 
than $12,000 per mile; 


GUARANTEED as to in- 
terest by Canadian Pacific 
Railway, which owns all 
the stock of the Company, 
and leases the property in 
perpetuity. 


Price to Yield 5.30% 
F. J. LISMAN & CO. 


Established 1890 


61 Broadway . . 
New York A — 

Tel.Bow!.Gr'n = EP I Walnet 
6740 rm: 6250 




















THE LONG 
TREND 


Affects Both Investment 
and Speculation 


THE BACHE REVIEW 


Condenses, each week, 
the record of current events 
and their significance, en- 
abling conclusions to be 
drawn by those interested. 


Copies may be obtained on applica- 
tion. Ask for issue M. W. 20. 


J.S. BACHE & CO. 


ESTABLISHED 1892. 


MEMBERS 
NEW YORK 
STOCK 
EXCHANGE 


42 
BROADWAY 
NEW YORK 


NEW TORE 











UNLISTED UTILITY BOND INDEX 


POWER COMPANIES 
Offered Price 
Adirondack P. & Light Ist. & Ref. 6s, 1950.. - 101 
Adirondack Electric Power Ist 5s, 1962 ° * 96 
Alabama Power Co. Ist 5s, 1946 ++ 92 
Appalachian Power Co. Ist 5s, 1941...... Siididetia dx eninalind dentin _* 89 
Calif.-Oregon Power Co. Ist & Ref. 748 Series A, 1941.............+ : 110 
Central Maine Power Co. Ist & Gen. Mtge. 7s Series A, 1941 - 106 
Central Maine Power Co. Ist 5s, 1949......... sbeeneensececeous a 100 
Central Georgia Power Co. Ist 5s, 1938 + 90 
Columbus Power Co. (Georgia) 1st 5s, 1936 oe 95 
Colorado Power Co. Ist 5s, 1953 - 96 
Consumers Power Co. (Michigan) Ist 5s, 1936 os 96 


Electric Development of Ontario 5s, 1983 = 96 
"Great Northern Power Co. Ist 5s, 1935 “=e 97 


Great Western Power Co. Ist & Ref. 7s Series B, 1950 -™ 107 
Great Western Power Co. 5s, 1946 : 94 
Hydraulic Power Co. Ist & Imp. 5s, 1951..... ° 100 
Bee Demer Ga, Ge, BOGE. 6c ccccccnccsccceee Seeceece a90s0e00eeees B.. 93 
Kansas City Power & Light 8s, 1940...........ccccccccecceccseces c.. 109 
Laurentide Power Co. Ist 5s, 1946...... ecceccoceeseces eecccecccee B.. 
Madison River Power Co. Ist 5s, 1935 

Mississippi River Power Co. Ist 5s, 1951 

Niagara Falls Power Co. Ist & Cons. Mtge. 6s, 1950 

Ohio Power Co. Ist & Ref. 7s, 1951 

Penn.-Ohio Power & Light Notes 8s, 1930 

Potomac Electric Power Gen. 6s, 1923 xe 

Puget Sound Power Co. Ist 5s, 1983... .........ceeeeee bkeeoseecenel i 
Salmon River Power Ist 5s, 1952 i“ 
Shawinigan Water & Power Co. Ist 5s, 1934 ro 
Southern Sierra Power Co. Ist 6s, 1986..............6+. engensees A.. 
Southwest Power & Light Ist 5s, 1943 pe 

West Penn Power Co. Ist 7s, 1946..... daieenweeetasnconeeeswnsces o Bee 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Co. Ist 5s, 1960 - 
Buffalo General Electric Co. Ist 5s, 1980..............- ere A.. 
Canton Electric Co. Ist 5s, 1937 

Cleveland Elec. Illum. Co. 5s, 1939 

Denver Gas & Electric Co. Ist 5s, 1949 

Duquesne Light Co. Pittsburgh 7%s, 1936 

Evansville Gas & Electric Co. Ist 5s, 1932 

Kansas Electric Utility Ist 5s, 1925 

Indianapolis Gas Co. Ist 5s, 1952 

Los Angeles Gas & Elec. Gen. 7s, 1931 

Louisville Gas & Electric Ret. 7s, 1923 

Nevada Calif. Electric First 6s, 1946 

Okla. Gas & Electric Ist & Ref. 714s, 1941 zm 
Okla. Gas & Electric Ist Mtge. 5s, 1929............+2008- errrrr rT A.. 
Peoria Gas & Electric 5s, 1923 7 
Rochester Gas & Electric Corp. Series B 7s, 1946 

San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939 

San Diego Cons. Gas & Electric Ist Mtge. Ref. 6s, 1939 

Standard Gas & Electric Conv. S. F. 6s, 1926 

Standard Gas & Electric Secured 7%s, 1941 

Syracuse Gas Co. Ist 5s, 1946 

Twin State Gas & Electric Ref. 5s, 1953 


TRACTION COMPANIES 


Arkansas Valley Ry. L. & P. Ist & +." BS ad 1931 
American Light .& Traction Notes 6s, 

Bloomington Dec. & Champ. Ry. Co. ny 4 1940. 
Danville, Champ. & Decatur 5s, 1938 

Georgia Railway & Power 5s, 1954 

Kentucky Traction & Terminal 5s, 1951 

Knoxville Railway & Light 5s, 194 

Milwaukee Light & Heat & Traction 5s, 1929 
Milwaukee Elec. Railway & Light 7s, 1923 
Milwaukee Electric Railway & Light 7s, 1941 
Monongahela Valley Traction Co. Gen. Mtge. 7s, 1923. 
Memphis Street Railway 5s, 1945 

Northern Ohio Traction & Light 6s, 1926 

Nashville Railway & Light 5s, 1953 

Portland Ry. P. & L. Ist & Ref. Series A b Tie | 1946 
Toprka Railway & Light Ref. 5s, 1933. 

Tri-City Railway & Light 5s, 1930 

United Light & Rys. , 

United Light & Rys. Notes 8s, 1930 


TELEPHONE AND TELEGRAPH COMPANIES 


American Tel. & Tel. 5-Year 6s, 1924 A 101 
Bell Tel. Co. of Canada Ist 5s, 1925 A 100 
Bell Tel. Co. of Canada Ist 7s, 1925 is 104% 
Bell Tel. Co. of Pa. Ist Refunding 7s, 1945. ee 109 
Chesapeake & Potomac Tel. Co. (Va.) Ist 5s, 1943 — 95 
Home Tel. & Tel. of Spokane Ict 5s, 1936.... B 94 
Western Tel. & Tel. Collateral Trust 5s, 1982 B 97 
* Without warrants. 


A—High Grade. B—Middle Grade. C—Speculative. 





Yield 
5.90 
5.20 
5.60 
6.00 
6.50 
6.45 
5.00 
5.90 
5.18 
5.25 
5.40 
5.50 
5.80 
6.35 
5.40 
5.00 
5.50 
7.15 
5.40 
5.00 
5.50 
5.80 
6.50 
7.50 
4.00 
5.40 
5.30 
5.10 
5.55 
5.55 
6.60 
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CitiesServiceCo. 


Preferred Stock 
Yielding 8.45% 


DIVIDENDS ARE PAY- 
ABLE MONTHLY IN 
CASH 





Cities Service Company 





Diversified Interests 
Under 
Unified Management 
A large, successful Public 
Utility System, embracing 
gas, electric light and 
power, heat, water and 
street railway companies, 
combined with extensive, 
diversified oil and natural 
| gas properties. 














Send for Circular P-18 


Securities Department 


Henry L. Doherty & Co. 
60 Wall Street New York 


Branches in Princi-al Cities 














Three Books of Real Merit 


| 
| The Real Estate Educator 


F. M. Payne (New 
Edition 1922). A re- 
pository of useful in- 
formation for ready 
reference, especially 
designed for Real 
Estate Investors, 
Operators, Builders, 
Contractors, Agents 
and Business Men. 
What you NEED to 
know, what you 
OUGHT to know. 
The New Edition con- 
tains The Federal 
Farm Loan System, 
How to Appraise 
Property, How to Ad- 
vertise Real Estate, 
The Torrens System 
of Registration, Avail- 
able U.S. Lands. for Homesteads, The 
A B C of Realty and other useful 
information. 208 pages, cloth, $2.00, 
postpaid. 


The Vest Pocket Lawyer 


This elegant work, iv«t rublished, con- 
tains the kind of «+ mation most 
people want. You c: now the law— 
what to do—what ‘t. avoid. It is a 
daily guide—a manual of reference for 
the business man—the law student— 
the justice of the peace—the notary 
public—the farmer—the clergyman— 
the merchant—the banker—the doctor. 
360 pages, printed on bible paper. 
Cloth, $1.50, postpaid. 


The Radio Educator 


The most complete and comprehensive 
work published; especially adapted for 
the beginner and student, free from 
commercial or professional bias. Con- 
tains 352 pages, filled with real Radio 
meat, 268 diagrams and illustrations; 
bound in full cloth. $1.50, postpaid. 
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DISCRIMINATION ADVISABLE 
IN BOND PURCHASES 


Present State of Uncertainty Makes 
Investment in More Speculative 
Issues Inadvisable 


GLANCE at the accompanying 

bond table of representative public 

utility issues will show that many 
of those which are traded in quite ac- 
tively over the counter have shown good 
recessions from the highs made earlier 
in the year. While the declines in pub- 
lic utility bonds have been less, to a 
marked degree, than those of industrials, 
caution should be exercised and dis- 
crimination used in placing new funds 
for investment. 

To those who are secking to employ 
funds for investment in the public utility 
issues, it might be well to await further 
developments in the current reactionary 
tendency of the markets for securities 
If funds are to be invested at all, only 
the first-grade non-speculative issues 
seem desirable at this time. In the un- 
listed table there are still many high 
grade propositions to be had yielding bet 
ter than 5%. 

There is, for instance, American Gas & 
Electric 6% gold debenture bonds, due 
in 2014, and for a long-term investment 
they seem desirable. Selling around par 
the yield would be 6%. This company is 
one of the old-line public utility holding 
companies. They are callable at 110 
This is not a first mortgage issue but 
the high character of the company en- 
titles the 6% debentures to a good rating. 

Nebraska Power Co. 6% bonds, due 
1949, selling around 102, combine a good 
yield together with good character of the 
security and carning power. Company 
is an operating organization supplying 
power and light to territory in the vicini- 
ty of Omaha and is one of the sub 
sidiary companies of American Power & 
Light Co. There is less than $2,000,000 
of the 6s outstanding which are callable 
at 105. While the company is not a larg« 
one, gross running about $3,000,000, it is 
a growing organization which is cx 
tremely well managed. 


CHAIN STORES 


Undoubtedly, 1922 has been the best 
year in the history of the major chain 
stores. This has been due to the rela 
tively strong position of industrial com 
munities on which the chain stores de- 
pend. Even through the depression, the 
large cities had been comparatively pros- 
perous and the fall in purchasing power 
in these centers was fairly small. The 
result has been to maintain a high volum« 
of sales in chain stores, and, on account 
of their efficiency, has promoted high 
net earnings. Income accounts for these 
companies in 1922 should show a larger 
net per share than at any time in their 
history. 

Mail-order companies are not in such 
a good position on account of the large 
fall in purchasing power among the 
farmers, on whom the mail-order houses 
largely depend 





61 Broadway 


Brokerage Service 
In Listed Stocks 


Personal attention to 
the requirements of 
clients. 


Rapid executions and 
prompt reports. 


Statistical information 
and balance sheets 
showing positions of 
corporations and rail- 
roads. 


Correspondence Invited 


joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 
New York 
Telephone Bowling Green 7040 
GUARANTEED STOCKS 
RAILROAD BONDS 
FOREIGN BONDS 











Hydro-Electric 
Light and Power 
Securities 


We are specialists in high- 
grade listed and unlisted 
public utility securities. 
Offerings, quotations, and 


analyses on request. 


Send for our “Service” Booklet 


BAKER, YOUNG & CO. 


50 Congress Street 
Boston, Mass. 


Philadelphin j= gq Springfield 


























Province 


of 


Ontario 


Hydro Electric Commission 


6% Bonds 


Due July ist, 1961 


These bonds are guaranteed as 
to principal and interest by the 
Government of the Province of 
Ontario, such guarantee being 
endorsed on each bond. 


An Attractive Long 
Maturity Investment 
Price: 110.60 and interest 
To Yield 5.35% 


Orders may be telephoned or tele- 
graphed at our expense 


Housser Woon” @mMPANY 


INVESTMENT BANKERS 
10-12 King Street, East 
TORONTO CANADA 




















HANSONS 
& 
FERGUSON 


Members 
Montreal Stock Exchange 


160 St. James St. 
MONTREAL 


P. O. Box 1063 
Founded 1898 


Securities bought or 
sold on conservative 
margin basis. 


EDWIN HANSON 
WILLIAM HANSON 
A. J. FERGUSON 

Cc, S. HANSON 

N. H. MACAULAY 




















PULP & PAPER 
Div’nd Recent 
Rate Bid Asked 


) 
7 Spanish ‘aiped —_- 
7 do. pfd..... 
PUBLIC UTILITIES 
8 Bell Tel. (M & T) 
4 Brazilian Tr. (M & T). 
6 Can. Gen. El. (= &T).. 
10 Con. Gas (T)........+ 
- Mont. Tram (M): 
6 Ott. Power ¢ &T).. 
7 Shawinigan 
. Que. Rwy. A 





ACTIVE SECURITIES 


DEALT IN ON MONTREAL AND TORONTO STOCK EXCHANGES 
(Quotations in Canada) 


MISCELLANEOUS 
Div'nd Recent 
Rate Bid Asked 
oe Asbestos (M) 


64 66 
. Atlantic Sug. Refrs. (M). 22% 23% 
27 oe 


0 
28% 
2854 


. Cons. Smelting (Mm). 

Dom. Canners sf D. 
6 4 yr Glass (M 
P. Lyal (M) 

















Canada’s Remarkable Progress 


VIDENCE is accumulating on every 
side to show that Canada as a na- 
tion and as a great industrial plant 

has progressed past the point of readjust- 
ment. Its currency is re-established in 
the exchange markets of the world, and 
its industries are on a stronger basis in 
respect of finances and market than since 
the war began. As a result, where the 
activities in the industrial Dominion have 
heretofore gone largely toward _ re- 
establishment, with profits in great 
measure being used in absorption of 
losses and rebuilding, the country’s busi- 
ness is now producing what in America 
would be termetl “velvet,” or free profits, 
available for distribution among share- 
holders or for property extensions. 

A particularly striking summary of the 
evidences noted above shows, among 
other things, that: 

Canadian funds have recently advanced 
to a premium in New York. For anyone 
not familiar with the record, this might 
appear of little importance; but for those 
who appreciate the difficulties involved 
only two years ago, when Canadian banks 
were paying $119 in their money for $100 
in U. S. bills, the fact that there is now 
not only no adverse premium but actually 
a premium in their favor, will be appre- 
ciated as a development of vast conse- 
quence and significance. 

The industrial and commercial develop- 
ments which have produced this agreeable 
change in Canadian affairs are not nebu- 
lous or doubtful, but thoroughly substan- 
tial facts. The rate of annual production 
of the Dominion’s manufacturing indus- 
tries, for example, is now put at $400 per 
capita; in the 6 months to September 30th 
its exports increased 52.5 millions over 
the previous period, while its imports de- 
clined 15 millions; and the exports are 
equivalent to $150 per capita, or the high- 
est in the world. The agricultural re- 
sources of the Dominion have been made 
substantially more productive, and_ this 
year the forecast is for a wheat crop of 


38834 millions bushels, against 300 :nil- 
lions last year and only 393 millions in 
the record year, 1915. Other crops cive 
similar promise, as shown in the follow- 
ing comparisons : 

(In Millions of Bushels) 


1915 1921 1922 
462 588 
59% 76 

21% 49\ 


While nothing in the foregoing is in- 
tended to encourage blind optimism in 
regard to Canadian affairs, nevertheless, 
the plain facts point irrefutably to a 
period of great prosperity for our north- 
ern neighbor. Under the circumstances, 
the security markets of Toronto and 
Montreal may well be included among the 
studies of all enterprising investors, par- 
ticularly since they include a number of 
issues representative of the country’s 
most successful corporations. 


Pulp and Paper Outlook 


In the last issue of this department, a 
general reference was made to the great 
potentialities of Canada’s pulp and paper 
industry. More specific information in 
this connection may interest investors 

According to the Canadian Pacific 
Railway’s Department of Colonization 
(which, by the way, might fairly be 
called one of the greatest single in- 
fluences in the Dominion’s developme:'), 
the Canadian output of pulp and paper, 
which heretofore has been second to that 
of the United States, is ascending so 
rapidly that the time when it will lead the 
world is already in sight. In the year to 
April Ist, last, Canada’s exports of pulp 
and paper had a total value of over 1&8 
millions—a figure exceeded only by ex- 
ports of agricultural products. In the 
first six months of this year the mills 
worked at an average of 93% of capacity, 
and certain of the more important fac- 
tors are now on a 100% basis. The 
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A Canadian 7% 
Real Estate Bond 


first mortgage investment in To- 
nto, capital of Ontario, population 
ver 500,000, yielding 1% more than 
milar investments in the United 
ates. 

hese bonds are a first mortgage 
harge on a new modern seven-story 
,ysicians’ and Surgeons’ Building 


In the Heart of 
Toronto 


and and building, near one of the 
ity's principal business corners, 
valued conservatively «et $450,000. 
his bond issue $275,000. 

tonds mature serially over 18 years, 
equity increasing yearly. Principal 
.nd interest payable half-yearly in 
lew York funds. Bonds redeemable 
t par and accrued interest with 
)remium. 

Vrite us today for particulars of 
these Professional Offices Limited 
’% Bonds. 


Graham Sansoné (a 


NVESTMENT BAN KERS 
TORONTO, CANADA 








7 
-CANADA— 
| A Field for Investment 


Canada today offers the 
American Investor a_ prolific 
field for investment. Interest 
returns are higher, profit pos- 
sibilities greater, and safety 
unquestionable. 

Those who wish to keep in 
touch with conditions and op- 
portunities in Canada should 
subscribe to and study care- 
fully each week 


Che Financial Times 


Canada’s Leading Financial 
Publication 

Issued once each week, this 
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Canadian production of newsprint has 
increased since 1913 from 350,000 to 812,- 
000 tons. 


Brompton Pulp & Paper 


One of the important factors in the 
Canadian paper industry is Brompton 
Pulp & Paper, whose shares are dealt in 
on the Montreal exchange. This com- 
pany produces ground wood pulp, kraft 
pulp and paper, newsprint, box board and 
lumber, from properties including 179,000 
acres held in freehold and nearly 514,000 
acres on lease from the Province of 
Quebec, and it also has valuable shore 
and power rights. 

The capitalization of Brompton Pulp 
& Paper at the close of 1921 included: 


Outstanding 
Funded debt 
Pfd. stock (8% cum.).. 


Common (no par) 


Over the period from 1917 to 1920, in- 
clusive, Brompton was able to make an 
excellent showing. Earnings on the com- 
mon stock were at the rate of $9.57 a 
share in 1917, and in the three succeeding 
years they amounted to $9.10, $9.71 and 
$9.58 per share. 

The 1921 setback might not have been 
foreseen by the management of the cor- 
poration, in which case a full year’s divi- 
dends on the common would have been 
paid, producing a deficit in the final reck- 
oning. The year’s balance for the shares 
after bond interest, amounted to $653,000, 
and the previous year’s dividends on the 
common and preferred amounted to 
$805,000. Actually, however, conservative 
foresight led to discontinuing the com- 
mon dividends after $2.75 per share had 
been paid, so that, instead of ending up 
with a deficit to be made up from surplus, 
as was the case in so many manufacturing 
concerns, Brompton was able to make an 
addition to surplus for the year of 
$113,000. 

A still better interpretation can be put 
on the corporation’s results in the test- 
year, 1921, if it be noted that besides in- 
creasing its fixed assets (property and 
plant) by over 2 millions during the year, 
the company wrote off $945,000 on ac- 
count of a 2 million dollar inventory. 

From its record, Brompton Pulp & 
Paper is evidently in conservative as well 
as capable hands, and under the improved 
trade conditions existing this year, it 
should be able to make a substantially 
improved showing. 

The requirements for bond interest and 
preferred dividends in this case are very 
small—the first amounting to less than 
$201,000 in 1921, and the second to $155,- 
000. (Both bond interest and preferred 
dividends for the year were covered over 
four times.) Hence the conclusion that 
any considerable turn for the better in 
the company’s results will be practically 
all available for the common shares, ren- 
dering them in an interesting speculative 
position. 

In 1920, Brompton common sold as 
high as 85 and as low as 42%. In 1921 
it ranged between 59 and 13. The cur- 
rent price is around 33 in Montreal. 
Under unfavorable market conditions, the 
issue is not, of course, recommended; 
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ERTAIN issues of 

Canadian Provin- 
cial and high-grade 
Municipal Bonds can 
now be purchased at 
prices considerably 
lower than those 
which have recently 
prevailed. 


We are offering bonds 
of several issues which 
provide a liberal in- 
vestment income and 


Yield 
5.25% to 5.75% 
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Once Upon A Time 
—and now 


The story of the world’s great- 
est Gold Mine—the Hollinger, 
that we have had produced in 
a 20-page booklet reads like a 
fairy tale. 


It deals with the property from 
the time it was staked until the 
present day, and is filled with 
human interest. 


Few people realize the magni- 
tude of this enterprise, the vast 
extent of their workings and 
the importance of this Mine to 
Canada. 


There are still a number of 
copies available. A request is 
all that is necessary to secure 
one. 


Simons, Agnew & Co. 
wmanmns {snort Best Fete, 


MONTREAL 


189 St. James St. 
Main 8479 


TORONTO 


McKinnon Building 
Adelaide 3806-3807 





furthermore, it must be regarded as 
purely speculative. At the same time, it 
bears close watching as one of the more 
representative of the pulp and paper 
industry. 


Ford Motor Co. of Canada 


One of the outstanding industrial en- 
terprises of the Dominion is the Ford 
Motor Company of Canada, which has 
the exclusive manufacturing and selling 
rights on the Ford automobile through- 
out the British Empire with the excep- 
tion of Great Britain and Ireland. Its 
factory is situated on the banks of the 
Detroit River, in Ford City, Ontario, and 
assembling plants are located in Toronto, 
Montreal, Winnipeg and London. There 
are also sales branches at Calgary, 
Regina, Vancouver and St. John. 

At the end of last year the capacity of 
this company’s plant was rated at about 
60,000 cars. It is interesting to compare 
this figure with the company’s production 
output since 1910: 

Year 
1910 
1911 
1912... 
1913... 
1914 
1915 
1916... 
1917... 
1918 
1919 


Output 


* 10 months. 


The growth in the corporation’s earn- 
ing power has reflected these figures. 
Thus, sales of 23.6 millions for 1914 grew 
to 43.6 millions in 1920, and were 37.8 
millions in 1921. 

The company’s capitalization consists 
solely of an authorized $10,000,000 capital 
stock of par value $100. On this security 
the following dividends have been paid: 


Per Cent 
1905. ; oeme ; 6 
IOS... 
1909. ites 
i = 6-< 
1911 
le 
1914... 
ar W0% stock 
1917 & 
1918... 
1919... 


. 100 and 500% stock 
. 20 and 334%% stock 
it 


In the current year the company is ex- 
pected to produce not less than 48,000 
cars, and heavy demand in recent months 
may bring the total up close to the 1920 
record of 55,616. 

The company is typical of the Ford 
system, being conservatively capitalized 
and astutely managed. Plant expansion 
is contemplated to give it greater control 
over its supplies, but the corporation had 
at the end of last year over 3.3 millions 
cash and a free surplus of more than 
9.5 million, assuring adequate funds for 
any such purpose. 

The shares sell on the Toronto ex- 
change and on the New York Curb mar- 
ket around $400 per share. Assuming a 
$30 dividend basis for this year, the in- 
come return is 7.50%, which is remark- 
ably high, as compared with a number of 
American industrial securities of no 
better rank. 
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SOUTHERN-PACIFIC R. R. 
(Continued from page 121) | 
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tal traffic does go over the railroads fron 
east of the Mississippi Valley, because oj 
the present rate schedule. It is difficu 
to see how such roads as Union Pacif 
and Atchison will lose any traffic throug) 
Southern Pacific being in a position | 
obtain some of the traffic now going yi 
the Canal. Through its steamship line 
Southern Pacific would be in a positio; 
to compete for traffic originating east . 
Indiana, on the old rate schedule, tha 
the above roads could not obtain under 
any circumstances, and it is this trafi 
that Southern Pacific is after. As a mat 
ter of fact, officials of the compar 
would be willing to give these coastwis 
shipping companies a real battle for al 
business from New York piers if th 
were able to bring rates down to the leve 
of these cotapanies, but this, of course, is 
impossible as the I. C. C. rate regulations 
would not permit it. 

This question was recently heard kx 
fore Examiner Hillyer, of the I. C. C 
and while some of the road’s claims wer 
upheld, on the whole the decision was ; 
decidedly unfavorable one. 

Southern Pacific was authorized to r 
duce rail and water rates on certail 
commodities produced in California and 
destined to the Atlantic Coast. Among 
the most important commodities wer 
asphalt, canned goods, dried fruits and 
rice. 

In turning down the application for r 
duced rates on shipments from the At 
lantic Coast, the commission held that th: 
road could not cut further than a point 
which would give it “reasonable compe 
sation” for the service. Rates should ne 
threaten the extinction of legitimate con 
petition by water carriers and should not 
impose undue burdens on other trail 
or endanger the transcontinental road: 
ability to earn a proper return. 

Beautiful theories these! “Should 1 
cut rates below a point which would gi 
reasonable compensation for the service 
and “rates should not threaten the ex 
tinction of legitimate competition 
water carriers.” 

One cannot help but wonder what good 
reasonable compensation is when this 
compensation drives away traffic and 
how reduced rates would threaten th 
life of the steamship companies wher 
even after the reduction rates would stil 
be well above those charged by the water 
carriers. While the Southern Pacific, i 
common with other lines engaged in 
transcontinental business from the in 
rior country to the~Pacific Coast, will | 
handicapped by the ruling of the C 
mission denying the application of 
rail lines to apply blanket rates from th 
interior country to meet water compe 
tition, the distinction which the Commis 
sion has recognized in granting the sepa 
rate application of the Southern Pacific 
Company to make eastbound rates be 
tween the California ports and New 
York, which are directly competitive with 
the canal lines, may enable the Sunset 
Gulf Route to compete with the cane 
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“High Grade Bonds 
Will Pay 
5.60% to 7.50% 


ie Own and Offer 
Ontario Guaranteed 444% Deb. 
Due May ist, 1941 
Issued b» Toro.to Power Co. 


ice: 87.25 and Int. Yield 5.60% 


Canada Flour Mills 644 % 
Ist Mortgage 
Due Feb. ist, 1942 
ice: 94.50 and Int. Yield 7% 
a mat 


moe Spanish River, Gen. Mtge. 8% 


Due March ist, 1942 
ice: 106 and Int. Yield 7.40% 


Fraser Co., Gen. Mtge. 8% 
Due March 1st, 1941 
‘rice: 105 and Int. Yield 7.50% 


Particulars upon request 


McParland, Barrett & Co. 


106 Bay Street 
Toronto, 


Ont. 
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STOCKS 
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York Cotton Exchange 
York Stock Exchange 
York Coffee Exchange 
York Produce Exchange 
Orleans Cotton Exchange 
Orleans Board of Trade 
w Orleans Future Brokers’ Assa. 
icago Board of Trade 
Associate Members 
Liverpool Cotton Association 
New Orleans Office 
401 Cotton Exchange Building 
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The Best Way to Buy 
Good Securities 
on Convenient Terms 


Send for free Booklet MW.5, which 
rplains our plan and terms. 


James M. Leopold & Co. 
Established 1884 
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lines in both directions more effectively 


than heretotore. 


Central Pacific Dissolution 


The question of compelling Southern 
Pacific to relinquish its control of Central 
Pacific is one of paramount importance to 
the future life of the company. The con- 
tention of the U. S. Supreme Court that 
these two roads are an illegal combina- 
tion on the ground that Central Pacific 
is an essential part of a transcontinental 
road (Union Pacific) competing with 
Southern Pacific. 

It seems difficult to reconcile provisions 
of the Transportation Act with the 
Sherman Anti-Trust Law. The former 
provides for the merger of all the rail- 
roads into a limited number of systems, 
while the latter prohibits combinations in 
restraint of free trade. Under the 
I. C. C.’s and Professor Ripley’s plan it 
is proposed to combine all the roads into 
about 19 systems, which would necessi- 
tate the linking up of many competing 
roads, nullifying the provisions of the 
Anti-Sherman Trust Law so far as the 
railroads are concerned. 

The relationship of Southern Pacific 
and Central Pacific is so intertwined as 
to make one road an essential part of the 
other. It is not a question of two in- 
dependent roads combining after many 
years of separate operation, but rather 
of one system with two parts. 

Central Pacific has been leased to 
Southern Pacific since 1885, but actually 
the two roads have been under one man- 
agement since 1872. Since 1872 the 
extensions to the system were made in 
the names of both companies, so that at 
the present time those lines which belong 
to Central Pacific are actually as much a 
part of “Southern Pacific’ as of the 
former road. President Sproule states 
that railroad lines were extended by 
whichever company could get the money 
most readily and the lines were extended 
in the name of the road that had secured 
the capital. 

A glance at the map shows clearly how 
essential a part of the Southern Pacific 
system, Central Pacific is. A separation 
of the two roads would completely dis- 
member the system. Southern Pacific's 
lines from Portland, Oregon, to Horn- 
brook, Cal., would be entirely cut off 
from the main body of the road starting 
at Tehama, Cal. 

Any dismemberment of these two roads 
would not only seriously injure the 
Southern Pacific system, but would un- 
doubtedly greatly hamper _ established 
channels of trade in California. 

In view of these conditions Southern 
Pacific has applied to the I. C. C. for per- 
mission to retain its control of Central 
Pacific until the Commission definitely 
decides as to what disposition is to be 
made of the road under its consolidation 
plan, a very sound request. The South- 
ern Pacific is backed in its position by 
more than 450 organizations, represent- 
ing a large majority of the agricultural 
and commercial shippers of several far- 
western states. 

In this case also Union Pacific (the 
road most interested in the Central 
Pacific segregation) has asked the Com- 
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appear again in our issue of No- 
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What Securities 
Will Sell Higher? 


Perhaps you think that 
bonds have advanced as 
far as is likely for some 
time. But what about high- 
grade preferred stocks? 
Upon investigation you 
will find that they continue 
to advance for several 
months after bonds stop. 


Sound Preferred Stocks 


still return 7% annually 
on your investment and 
are attractive as a perma- 
nent investment, as well as 
from the standpoint of 
possible profit. A special 
list has been prepared and 
will be sent free to in- 
vestors on request. 


Ask for M.W.-64 


R. J. McClelland & Co. 
Investment Securities 
60 Broadway, New York 


40% Profit 
In Steel 


On May 30, 1921, the 
Brookmire Service recom- 
mended the purchase of Beth- 
lehem, United States, Repub- 
lic and Lackawanna Steel 
stocks. 

Brookmire clients who 
bought these stocks realized a 
profit of 40% up to October 
14, 1922. 

Other groups recommended 
by Brookmire have shown like 
profits —Rails 42%, R. R. 
Equipments 63%, Standard 
Oils 40 2/3%, Automobiles 
70%. 

Brookmire clients make 
these profits because they 
know WHEN to buy as well 
as WHAT. 

Brookmire Bulletin M-7 
contains a number of current 
investment opportunities. 

A postal will bring you a 


copy. 


| 
y +i ACCURATE TIMELY FORICASTS ON MARKET TRENDS 


mission to dismiss Southern Pacific’s 
application. In the final showdown Cen- 
tral Pacific will either remain a part of 
Southern Pacific or will be acquired by 
Union Pacific, a disposition which would 
benefit the latter road considerably. 


Résumé 


Interpreting these factors market- 
wise it is difficult to find anything par- 
ticularly attractive about the capital 
stock at around the current price of 
91. With a large percentage of the 
business received from coastwise ship- 
ments prior to the war definitely 
taken away by the recent I. C. C. 
ruling; the uncertainty as to whether 
the road will be able to retain one 
of the most important links of the 
system; the speculative possibilities 
in its Mexican lines still far re- 
moved, and the income’ from its valu- 
able California oil properties gone, 
there is little ground for enthusiasm in 
the speculative possibilities of the 6% 
capital stock. Southern Pacific can 
hardly be expected to do better than 
continue the present dividend rate for 
some time to come, and the stock is 
selling high enough under these cir- 
cumstances. 





TRADE TENDENCIES 
(Continued on page 157) 











the electrical manufacturing companies 
are operating on generally satisfactory 
schedules. 

It is hardly necessary to repeat that 
the railroads are still struggling with a 
dearth of equipment, to meet an almost 
unprecedented volume of traffic, and 
their requirements for additional rolling 
stock will continue large for an extended 
period, despite the fact that buying has 
been heavy during every month of the 
current year. Production costs of the 
equipment companies are undoubtedly 
higher in keeping with the general trend, 
but prices are likewise moving upward, 
and these companies are gradually in- 
creasing their rate of operations to keep 
up with the business offered. 

The farm implement maunfacturers are 
not so fortunate. The future of these 
companies is intimately bound up with 
that of the farmer, and while the latter 
is, beyond question, in a better position 
than he was last year, he is by no means 
prosperous. Measured in the terms of 
what his produce will buy, the farmer’s 
purchasing power is far from satisfac- 
tory and he is confining his consumption 
of goods to absolute necessities. Al- 
though machinery may be classed as a 
necessity on the present day farm, a con- 
siderable outlay is required, and it is 
scarcely to be expected that buying of 
farm machinery will reach large propor- 
tions until the market value of farm 
products shows a decidedly better rela- 
tionship to commodity prices as a whole. 

Even though farm machinery was 
badly run down by the lack of replace- 
ment in the past two or more years, it 
dces not yet seem that extensive rejuve- 
nation will take place, at least, not until 


a material change in price levels 


occurred. 





OIL 








Uncertain Outlook 


The oil industry remains in a st 
quiescence and the probabilities ar 
it will continue to drift along its 1 
course for some little time. 
ception of gasoline, price changes 
been unimportant, and, in fact, 
negligible. Crude oil appears to 
struck a‘ level of stability, but whi! 
might, at first thought, seem to 
favorable indication, it is to be re: 
bered that current quotations ar 
little removed from the low levels 
vailing at the bottom of the depr 
last year, in the majority of cases. 

The great trouble with the oil in 
is to be founa in the fact that, in 
of a continuous increase in consum; 
production has persistently kept 


With the 


jump ahead of demand. This coniiti 


of over-supply reached a maximum 1: 


month of July, but though there ha 
some improvement in this respect i: 
ceeding months, stocks of both cru 
and’ gasoline are at the highest 


known to the industry for this season of 


the year. 


The falling off in production of } 


fexi- 


can oil fields has, beyond doubt, cor- 


tributed much to the smaller 
between 


imports from that source naturall 


miargin 
supply and demand, deciining 


fol- 


lowing in the wake of reduced output 
Until there has been a radical readjust 
ment in the domestic situation, however, 
it is hardly to be expected that an uptum 
in crude prices can be justified. Discoy- 
ery of new production and failure of 


producing interests to cooperate 


effec- 


tively in a curtailment program has, in 
no small measure, prevented domestic ail 


companies from reaping the full | 
of reduced competition offered b 
Mexican producers. 


-nefit 


the 


That the petroueum industry will k 


compelled to carry a much greater 
den, in the form of stocks, throug 


bur- 


1 the 


coming winter than it has done in former 


years, is plainly evident. That it 
seems probable that these supplies 
be taken care of without serious 
turbance, speaks well of the indu 
financial strength. 


now 
will 
dis- 
trys 


As already stated, gasoline has been the 
outstanding feature with respect to prict 


changes, that product having show: 
cided weakness. While this is us 
the season of declining demand 
easier market quotations, the fallin 


de- 
tally 
and 
of 


in both directions has come earlier than 
ordinarily is the case, a development tha 
may be ascribed to the same evil noted 


with respect to crude oil, namely, | 


production. 


ver: 





MOTORS 








Business Holds Up Well 


Conditions in the automotive industry 


are in marked contrast to those existing 
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time last year. Then the manu- 
rs were feeling the full effect of 
seasonal slump, which was further 
ated by the general industrial de- 
n. This year, however, not only 
e seasonal demand been greatly 
d, but business conditions are 
nproving after several months of 
| recovery. Now motor car pro- 
1 is holding at a high grade, 
iS, a year ago it was severely cur- 
uit for October totaled approxi- 
244,000 passenger cars and trucks, 
ing the seventh time that monthly 
tion has passed the 200,000 car 
in the current year. The fact that 
ctober figures show such a com- 
ely large total would seem to in- 
that predictions of a very consid- 
falling off in production over the 
der of the year will have to be 
ed. 
t the demand for passenger cars is 
g up so surprisingly well may be 
ted for by the increasing popu- 
of closed cars. Indeed, it would 
that the growing use of closed 
s is almost entirely responsible for 
dification of the automobile indus- 
seasonal production characteristics. 
lers for closed bodies are in excess 
supply and body makers are hav- 
lificulty in meeting the demand, 
has been estimated to be 75% in 
s of their output. Inability to se- 
an adequate number of bodies has 
1 some of the motor car producers 
luce their operating schedules. 
an indication of current tendencies 
industry, it is significant to note 
lealers are not inclined to stock the 
models in accordance with usual 
of preparing for Spring demand, 
ire anxiously seeking deliveries on 
! cars. Manufacturers are handi- 
d in keeping up with orders by the 
sted condition of the railroads. 
ensive price changes are not antici- 
in the near future, but it is difficult 
imate what next year will develop. 
etition is very keen, particularly in 
w priced class, where it is likely to 
e accentuated, and this fact may 
in influence. 
erally speaking, earnings of the 
companies during the final quarter 
» year can scarcely be expected to 
up to the results attained at the 
t of the season, but there is no ap- 
reason to look for a very large 
r off. 





SHIPPING 








Continued Depression 


hough restoration of some of the 
making conferences gave promise of 
\ght turn for the better in the- matter 
cean freight rates several weeks 
nothing tangible seems to have re- 
1 and business in the shipping world 
ins generally stagnant. 
vernment competition in the coast- 
shipping trade has reduced rates by 
of the Panama Canal to such a low 
(Please turn to page 189) 
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This Alone Won’t Make Profits 


It Requires Skill in Judgment 


Many men have said, “If I only had the time to watch the 
ticker tape I believe I could make money by trading in the 
stock market.” 

Time, of course, is one element—but the most important 
factor is skill in judgment. 


The Trend Letter Trading Service 


furnishes both the time and the skill. Its business is to judge the 
best opportunities for profit as they appear among the securities 
listed on the New York Stock Exchange. Its skill is the result of 
years and years of practical experience on the part of its experts. 


How It Operates 


The Trend Letter Trading Service consists of telegraphic advices 
to buy or sell one or more securities when, in the opinion of the 
organization’s experts, a particular stock is in position to advance or 
decline. The basis of the advice is the supply and demand as re- 
corded on the ticker tape. This is recognized as a better guide to the 
immediate course of prices than is the news or fundamentals. 


Results on the Short Side 


It makes a big difference whether or not you take the right side of 
the market on important turns. 

Since the reaction started several weeks ago, our subscribers have 
been “cleaning up” on the short side. 

It is not a question of how much money you can make yourself, 
but how much more we can make for you. 


Send Us the Coupon and Full Particulars 
Will Be Promptly Mailed to You 


Trend Letter Trading Service, 

ad Letter Trading Sery FREE INQUIRY BLANK 
) saya Please explain in detail how the Trend Letter Trading Service would operate 
‘or me. 
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Twice the dividend requirements 
are being earned on the 


12% 


Participating Preferred Stock 
of the 


Equity Petroleum Corporation 


The expected increase in the price 
of crude should mean larger 
dividends, as this stock shares 
equally with the common stock 
in all surplus earnings. 


Also, pointing toward increased 
dividends are the plans now un- 
der way to start drilling on the 
Company's Mexican property— 
157 square miles in the Isthmus 
of Tehuantepec. 

Present production is from 35 wells 
in Texas. 


Listed on the New York Curb. 


Send for Circular No. 8 


Duff, Freiday & Company 
Investments 


66 Broadway New York 











STOCK OPTIONS 


Insure your trading operations 
Reduce your marginal requirements 


Protect your profits and enable you to 

trade extensively with small capital. 

Speculative opportunity with unlimited 
profits from small investment. 


THE THEORY 


and operation of stock options is un- 
appreciated by most people who are 
familiar with other forms of Wall 
Street investment and speculation. The 
fact that the cost of a stock option 
is comparatively nominal, that all of 
the many advantageous features con- 
nected with option trading are included 
in the premium or first and only cost 
of the original option, should induce 
every one interested in stock market 
movements to carefully study the sub- 
ject of stock options. 


OUR CLIENTAGE 


is comprised principally of New York 
Stock Exchange concerns, who recog- 
nize the fact we are the leading brokers 
in the U. S., specializing exclusively in 
contracts endorsed by members of the 
New York Stock Exchange. We in- 
vite correspondence from out-of-town 
clients and extend a cordial invitation 
to all who desire to visit our com- 
modious and well-appointed offices to 
acquaint themselves with our methods 
of transacting business, and solicit your 
patronage with every assurance of 
service and satisfaction. 


Explanatory Booklet “W" on request. 


JEFFERSON & JEFFERSON 


Incorporated 
Licensed Brokers 


Suite 1701-2-3-4-5 
42 Broadway New York 
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Note: This is the conclusion of the 
article that began in our issue of Novem- 
ber 11th. 


HEN there is reason to believe 

that a favorable structural condi- 

tion exists there are still many 
factors to be considered in locating the 
site for the drilling rig. The thickness of 
the overlying cover and the formations 
to be penetrated must be assumed. The 
possible degree of dip of strata and 
deformation of strata, such as change 
in dips due to faults or minor folds, must 
be taken into account. All of these fac- 
tors, it should be remembered, involve 
a kind of “blind man’s buff” with na- 
ture as they are completely concealed 
and may or may not conform to a 
geological record or previous drilling 
experience. 


In the choice of drilling equipment, 
geological factors constitute the deter- 
mining influence. The cable tool sys- 
tem, otherwise known as the “stan- 
dard,” was practically the only equip- 
ment used until within the last fifteen 
years or since the introduction of the 
rotary method. In later years, the ro- 
tary has grown constantly in favor and 
is regarded as the most economical and 
effective in drilling through sand, clays, 
soft shells and alluvial deposits. Stan- 
dard tools are favored for wild-catting 
where it is desirable to compile an accu- 
rate record of the formations penetrat- 
ed. Four primary objects control the 
drilling preparations: to reach oil in 
commercial quantities; to drill a hole 
of such size and condition as to favor 
production; completion of the work in 
as short time as possible and to ex- 
clude all water from the oil sands. The 
natural tendency of holes dug in the 
earth to cave is overcome by walling 
up as drilled with circular steel or iron 
tubes called casing. The size, weight 
and quantity of casing depend upon the 


depth to be attained, the nature of 
formations to be penetrated and the 
diameter necessary at the bottom of 


the hole. Since the casing is telescoped 
downward the initial diameter of the 
hole needs to be carefully determined 
as an impracticably small diameter may 
be prematurely reached and occasion 
abandonment of the hole. 


Hazards of Drilling 


Drilling hazards are numerous, in- 
volving not only the difficulties pecu- 
liar to caves and water, and the resis- 
tance of hard formations which may 
turn the tools off and to an angle mak- 
ing a crooked hole, with the loss of 
tools as the result of breaking or dis- 
connections occurring, perhaps, two or 
three thousand feet in the earth. These 
accidents cause long delays and fishing 
jobs and not infrequently necessitate 
abandoning the hole. Developments of 
this character cannot be observed. 
They must be sensed. This calls for 
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unusual qualities in the driller and suc 
qualities are acquired only in the schog 
of experience. 


Drilling costs depend upon so man 
variable factors that averages, if the 
could be computed, would have litt) 
value. The number of water-bearing 
gas-bearing, caving and other trouble 
some strata encountered and the cos 
of labor, fuel and water, are importan 
influences in drilling costs. A 1,00 
foot well may cost from $1,500 t 
$15,000 and a 2,500-foot well may cos 
from $20,000 to $150,000, accidents, fish 
ing jobs and consequent delays con. 
tributing largely to unusually high 
costs. From ten days to more than 
year of time may be required to drill, 
well, depending upon the depth and 
the difficulties. Ordinarily the time 
necessary to drill wells of from 2,50) 
to 3,200 feet in depth varies from 3 
to 120 days. 

Aside from the geological necessitiesfs) 
of location and the character of the 
formation, value attaches to oil-pro-fbrea 
ducing properties according to the 
quality of their crude petroleum andfh¢t th 
their geographical position with rela-§s1.05 
tion to supplies and markets. Obviouws- 
ly, a great gusher in the interior offferati: 
Africa would not have the value of a 
much smaller producer in the Mid-Con-§ prod 
tinent area. Producing properties lo-§pro; 
cated in Boone and Kanawha counties,§ ya, 
West Virginia, known as the 
Creek oil field, represent an ideal offer; 
value due to the high quality of thefmat 
crude produced, the low-operating cost§ sma! 
conditions, and proximity to supplies Tl 
and markets. Regardless of the advan 
tages of any single location, however 
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a company confining its operations t as 
a single area is not so well fortif hes 
one operating in several fields. Many§,.4 
oil companies born with new fields ex... 
pire with those fields. They have dis 87), 
bursed their earnings and were unabl®.,.... 
to pursue new production in other, i. 
localities. Even the policy of buying pay 
and developing the costliest close-nff ..1 
acreage has more elements of safety... 
and profit than one of drilling at t! 
“outside” or wildcat acreage. 000 

Location of a lease adjacent to or ‘Mof t 
short distance from a valuable pr T 
ducing pool means only a doubtil%.... 
prospect. Even great aggregates °f,..) 


leaseholds represent little more than :),, 
large number of drilling permits§.y;); 
Their worth to a company has somt®™,,, 
thing the nature of insurance, an 1 . 


’ Bizes 
surance that may or may not pay. "| mer 
is only in the event of oil that suc * 
holdings take on real value. The¥%,; , 


may fortify a company by givirg "Bip, 
strategic position in taking advantagti ..¢, 
of new opportunities. Great undrillei% , 
leaseholds yield no income but enta . 
an operating liability. 

Where one company emphasizes th 
holding of great acreages and anothe 
reports the oil secured in the last 











honths, a conclusion as to value or 
roducing properties is easily reached. 
Having production and having endur- 
»¢ production are the measures of pro- 
ycing property values. A new well 
ay come in with gusher volume on a 
ir size tract and the next day it may 
uit producing or it may produce many 
housands of barrels per acre and this 
iference in performance means any- 
here from nothing to millions in the 


















if they alue of the property. While quality 
, hittl ‘ol is an important factor, longevity 
Caring. probably the determining influence in 
roubles... worth of producing properties. An 


xperienced oil man’s first question 
bout a new well is to know the sand 
nd the thickness of the sand from 
hich it is producing. This very large- 
y determines longevity. It varies 
videly not only over the country but 


, or ven in local pool areas. When con- 
' "8B ideration is given the large sums in- 
lan 4 


olved in lease purchases and drilling 
osts, it may be realized that the 
longevity is more desirable than great 
nitial force and volume. It is because 
f this that 4,000 wells making 20,000 
arrels daily, other elements being 
__ fkqual, may be much more valuable than 
ssitiesis) wells producing that amount. A 
t thefwell-known Mid-Continent producing 
il-pro-farea in a period of ten years made ap- 

thefproximately 114,000,000 barrels, which 
1 andiat the average price for the period of 
rela- $1.05 made $119,000,000 gross. Bonuses 
vi0us-Bpaid, drilling costs, royalties and op- 
or olferating costs for the period aggregated 
of $150,000,000. After ten years’ prolific 
Con-B>roduction, this group of producing 
$ lo-Boroperties were still $31,000,000 short of 
nties Byaying. In contrast a group of prop- 


om 3 


» 


Cabinferties in the eastern fields during a 
il offperiod of seven years made approxi- 
f themately $11,000,000 net with a much 


costBsmaller per well average. 
plist The producing oil man’s ambitious 
deas as to the value of his crude oil 
may be justified by the consideration 
that wells have an unfailing habit of 
becoming exhausted. Ceaseless drilling 
and exploring are imperative condi- 
tions to his continuance in business. 
The return from the big producer 
must repay him not only for that well 
but for others that may be dry or not 
pay out. Twenty-one thousand new 
wells were drilled in this country last 
year, but the daily average production 
at the close of the year was only 130,- 
000 barels more than at the beginning 
Of é4Mfof the year. 
Pr The experienced oil man does not 
consider the production of crude pe- 
troleum a royal road to great wealth, 
fpout he knows that it pays as high for 
mS Bability, knowledge and persistence as 
any industrial field and probably penal- 
iz@s incompetence, mismanagement and 
“[™ere gambling more heavily. Losses 
Su" of investors have been the result more 












hes the desire to buy a lottery ticket 
8 than consideration for the elements of 
me safety and character that many pro- 
lucing oil companies offer. 

” When the speed with which tre- 
P mendously increasing demand has been 


he made upon the producing branch of the 
. il industry in the last several years 
B'S taken into account, and when the 
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lhe Yor!ds Most Beautiful Jesot Hote! 
Cast Care Aside!!! 


Come to Atlantic City for rest and recreation. This is the most 
glorious season of the year in The-City-of-Sunshine by the Sea. 


A week, or even a few days, at The Ambassador, will do you as 
much good as an ocean voyage. America’s great thinkers and doers 
come here throughout the fall and winter to relax, to play, to get 
inspiration. 


The salt sea ozone — crisp, sparkling, wine-like — is a wonderful tonic 


The Ambassador’s Ocean Decks 


Exhilarate like those of a liner. 


The golf season is at its height during November and December 
Ambassador guests have the privilege of two 18-hole courses. 


Eight hundred outside rooms, each with private bath; fresh and salt 
water... Single rooms, $5.00 upward; double rooms, $8.00 upward. 


Only sea-water swimming pool under hotel roof in the world, in 
charge of champion woman swimmer, who instructs guests. 


Write for booklet and floor plan. 


THE AMBASSADOR HOTELS SYSTEM 


The Ambassador New York City The Ambassador Los Angeles 
-The Ambassador Atlantic City The Alexandria Los Angeles 
HVUIQHNOULGAESAUNALUALAEULA042000 0004S TOE YOLSEUYUEE PELL LEONEL UG LUUUESUG GAGLIANO ALGNTSEELOOTATSVTUNAETRPPPTSHSALU AARNE EUAN HITT et Pe 











Have you read The Investment and 


Business announcement on page 16]? 
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This Book Wi 


Help You Place Your 
Money Safely 


“How to Select Safe Bonds” is a book of ex- 
ceptional interest. It isworth reading by all 
who have money to invest. It points the way 
to safe investing, and shows how to make 
sure of always getting interest and principal 
promptly when due. 

Thirty-seven years of service without loss to a 
customer—a service not only to the individual in- 
vestor, but tothe great insurance companies as well 
—such is the experience out of which this booklet 
is offered to you. 

Send for it now. Mail the coupon. “How to Select 
Safe Bonds” will come to you by return mail. 


CUT OUT THIS COUPON 
t GEORGE M. FORMAN & COMPANY 
i 105 West Monroe St., Chicago 
I Please send me a free copy of *‘How to Selec. Saf 
§ Bonds.” 


' Name 


® Street Add 
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GEORGE M. FORMAN & COMPANY 
‘ Established 1885 


105 West Monroe St. 
Chicago 


G oO LD 37 Years Without Loss 


BON DS to a Customer 








STOCK MANUAL 


It contains over 250 pages of valu- 
able condensed statistics and infor- 
mation relative to stocks and bonds 
listed on the leading exchanges in 
United States and Canada. 

If you cannot call,send for Booklet M.W. 304 


WILSON & CHARDON 
Members Consolidated Stock Exch. of N. Y. 
62 Broadwa New York 
Telephone Whitehall 1964 











COMPOUNDED 
Semi-Annually 


10% 


on investments in moathly 


ayments or 
- gems: Safety ; — —_ Ly 

; ‘ax Exempt; tate Supervision. 
Send for Detail - 


Okmulgee Building & Loan Ass’n 


Okmulgee Oklahoma 

















FORD REO PACHARD 
Detroit is market for Motor Stocks. 
Interesting information and markets 
on request, 

JOEL STOCKARD & COMPANY 


Penobscot Bldg., Detroit 
Members Detroit Stock Exchange 











present great forward impetus 1s added 
to this, there can be no denying that 
investment in oil securities assures as 
liberally as any class of securities of- 
fered the public and have many pros- 
pects of return and appreciation found 
only in oil. But oil securities must be 
bought with the factors previously out- 
lined carefully weighed. Companies 
having widely distributed operations ob- 
viously are little affected by failures 
or changes in producing conditions of 
any single area. They are in much 
the same position as an insurance com- 
pany which prudently spreads its haz- 
ards to an advantageous average. 

Oil has been praised and condemned, 
according to the premise from which 
the thinking was done. Great fortunes 
have been built on oil and other fortunes 
have been lost. But human evolution 
itself, the web and woof of our modern 
life, has ebbed and flowed, risen and 
fallen, with taint and circumstance. As 
recently as 1914 the forward course of 
civilization went awry. Once coal was 
questioned as a commodity and invest- 
ment. The steel industry, not many 
years ago, was a promoter’s scheme of 
hazard and gamble. The bake shop 
and grocery were the only sound mer- 
cantile ventures. Farming alone of- 
fered guarantees of safety and inde- 
pendence. Coal is now mined ‘and 
moved with oil. Steel not only leans 
heavily on petroleum, but requires it 
for preservation. Bread is baked over 
an oil-heated oven and distributed by 
oil-powered equipment. Petroleum has 
given a new opportunity and possibility 
to farming. In the West railroads run 
on oil. On the high seas, the exchanges 
of all nations are oil-fueled and lubri- 
cated. Great mills, office buildings, 
hotels, are calling for oil, fuel oil, gas 
oil, more oil. 

Even a momentary cessation of oil 
supplies in any part of the civilized 
world to-day would cause want, suffer- 
ing, failure. Transportation would stop, 
industry would be paralyzed, darkness 
would prevail and disaster would result. 

Development of the petroleum in- 
dustry has been tainted with promo- 
tion and risk. Railroads, too, have 
been through the scandal mill. The 
motor car has made and lost millions. 
Even governments have not advanced 
without paying toll for progress. Farm- 
ing, itself, is not out of the woods. 

Petroleum is basic. It is pre-requisite 
to the development of the present plan 
of things. It is an essential and a great 
world staple. Oil is just entering into 
its own. 





HOW TO DEVELOP EX- 
ECUTIVE ABILITY 
(Continued from page 140) 








Easy Predictions 


Given a man who looks upon this prob- 
lem in the light of what has been said 
above, and his speedy development in 
business can be confidently forecasted. 
He will have no lazy, ill-defined notion 
of the business he is engaged in; he will 


have rid his mind of hopeless imaginings 
and substituted a tissue of meaty, com. 
prehensive knowledge; he will realize 
just as a great national president reaiized 
that the responsibilities which accompam 
high office far outweigh its privi 
that the higher you go the bigger lox 
you must be able to carry. 

Inadequate as this brief discussion 
be to the enormous subject involved 
much can be said of our method of 
ment: Executive ability is shown t 
primarily, a matter of self-educatio: 
sound information. Thus, we en 
the same general principles that 
Building Your Future Income D: 
ment endorses in matters of invesiment 
when it says, “If you don’t care 
happens, gamble with your money 
lose it; but if you want to succeed 
investor, you will have to settle 
and work!” We say, “If you don’t car 
what happens to you in business, t 
chance on getting ahead and lose out 
if you want to succeed as a business 
you will have to settle down and x 





Securities and Commodities 
Analyzed in This Issue 


BONDS—— 


American Writing Paper 
International Paper 
Union Bag & Paper 
French Bonds 

Bond Buyers’ 


INDUSTRIALS— 


Goodyear 
Goodrich 
Studebaker 
Amer. Hide & Leather 
Wright Aeronautical 
Emerson-Brantingham 
J. I. Case Threshing Machine... . 
Fairbanks Co. 

oon Motors 
Owens Bottle . 
Inter. Combustion 
Swift & Co. 


Wilson & Co. .. 
Cudahy Packing 
Morris & Co. 
Chandler Motor 
Computing Tabulating 
Ingersoll-Ran 

New Jersey Zinc 


RAILROADS— 


Southern Pacific 
Union Pacific 


MINING—. 


Tenn. Copper & Chemical 
Callahan Zinc 

Chino Copper 

Nevada Consolidated 


PETROLEUM— 


White Eagle Oil 
Superior Oil 
Pierce Oil 
Island Oil 


PUBLIC UTILITIES— 


American Light & Traction 
Detroit Edison 


Machinery 
Island Oil 
Oil 
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ATTENTION! 


Secretaries of Corporations: 
Vhy not make your dividend 
rmnouncements pay dividends ? 





Your stockholders are duly notified 
hen a dividend is declared when they 
eceive their checks; therefore, your 
otices appear in the newspapers only 
s a matter of record. Why not show 
rospective stockholders that you pay 
ividends regularly and thus build up 
ood will? When your dividend no- 
ices appear only on the financial page 
f the daily newspapers they are read 
y those who are interested in the 
tock market and not the investors 


hroughout the country whom you 
hould desire to reach. 
The dividend and corporate an- 


ouncements in this publication are read 
yy 40,000 investors who offer an unsur- 
assed market for your securities. You 
an reach this 100% buyers circulation 
t the small cost of 65c a line. 


Send us your next announcement! 





Address: Advertising Dept. 
Magazine of Wall Street 
12 BROADWAY NEW YORK 

















DIVIDENDS 





paramount GPiclures 


To the Stockholders of 
MOUS PLAYERS-LASKY CORPORATION 
New York, November 13, 1922. 
LEASE TAKE NOTICE that the regular 
terly dividend at the rate of $2.00 per share, 
the common capital stock of this Company 
ed and outstanding, has this day been declared, 
ble January 2nd, 1923, to stockholders of 
rd at the close of business on December 15th, 


ELEK JOHN LUDVIGH, 
Secretary. 





GUANTANAMO SUGAR COMPANY 
Board of Directors has this day declared a Divi- 
of $2.00 per share on the Preferred Stock, for the 
er ending December 31, 1922, payable January 2, 
to stockholders of record at the close of business 
nber 15, 1922. The transfer books will not be closed. 


MALCOLM McDOUGALL, Assistant Treasurer. 
v York, November 9, 1922. 











Special Reports 





We are prepared to furnish you 
instantly with a complete, up-to- 
the-minute report covering any 
industry, security or corporation, 
giving you a thorough statistical 
presentation and the explanatory 
data and notes that will enable 
you to judge instantly the desira- 
bility of a security as a trading 
medium or as an investment. 

Reports on Securities Listed on the 
New York Stock Exchange $25.00 
We will be glad to quote prices on 


unlisted securities and on 
industry analyses. 


Special Report Department 
THE MAGAZINE 
OF WALL STREET 


42 BROADWAY NEW YORK, N.Y. 
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TRADE TENDENCIES 
(Continued from page 185) 











level that Pacific Coast shippers are find- 
ing it distinctly to their advantage to 
ship many of their products by this 
route, despite the fact that it is several 
days slower than by rail. That the rail- 
road companies are feeling the effects of 
this diversion of traffic is scarcely to be 
questioned, 

So long as the Government continues 
in the business, it is not likely that rates 
will rise to a level which might prevent 
the shipping companies engaged in this 
trade from facing operating losses. 

Injection of the prohibition issue into 
the transatlantic division of the American 
shipping industry has enlivened that 
branch and has already resulted in the 
withdrawal of some ships from registry 
under the American flag. It is contended 
that ships of this country cannot compete 
with those of foreign registry under the 
Attorney General’s new ruling with re- 
spect to the handling of alcoholic liquors. 

The President has called an extra ses- 
sion of Congress, at which an attempt 
will be made to secure passage of the Ship 
Subsidy Bill. That the provisions of the 
measure as originally presented to the 
Congress will be considerably modified, 
seems a foregone conclusion, but whether 
the bill will finally be enacted into law 
or not remains to be decided. Even 
should the subsidy be approved, the fun- 
damental causes of the existing depres- 


sion in the shipping world will still 
remain. 
There has been no reduction in the 


number of idle vessels. On the contrary, 
almost 400 Government vessels, both 
freight and passenger, have been with- 
drawn from service as a direct result of 
the depressed condition of the industry. 
European conditions show no improve- 
ment promising a larger movement of 
goods in international trade, and freight 
rates are at the lowest level since 1913. 
The outlook, therefore, is decidedly un- 
promising and there are no indications of 
any material change in the near future. 





A CHAT WITH THE 
EDITOR 
(Continued from page 101) 











14th. The averages have declined from 
93 to 83; hence, the shrinkage has 
amounted to 29% of the full market from 
August, 1921, to October, 1922—a very 
big shrinkage. 

This again illustrates the fact that 
downward swings of the market are more 
swift and apt to be more destructive 


than the upward swings are either swift 
or constructive. A bull market makes 
money for everybody who is long and 
has the patience to ride it; but a bear 
market takes it away from them very 
quickly unless they know how to take 
advantage of -these highly important 
changes. 

On our editorial page of the Novem- 
ber 11th issue, we stated that there were 
indications that a major top had been 


PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 

PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORE 
Phones: Rector 9076-9079 
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A0% 
Profit 


The average profit on all recom- 
mendations of the Babson Spec- 
ulative Service since the begin- 
ning of the present period of 
accumulation, December 27, 
1920 — now stands 40% — on an 
average investment of 10 months. 


Babsons 
REPORTS 


If you would like a similar re- 
turn on your money without the 
risk, worry or loss of time in- 
volved in ordinary speculation 
tear out the Memo— now — and 
hand it to your secretary when 
you dictate the morning’s mail. 


Booklet Free! 


Your request will bring you full details 
of the Long Swing Method and 

let “Getting the Most from Your 
Money”’, which has solved the invest- 
ment problem for over 17,000 of 
America’s keenest investors. 


Tear out the Memo— now 


For Your Secretary 


Write the Babson Statistical Organization, 
) emmy Hills, 82, Mass., as follows: 


Please me Bul- 
letin LAS: and book- 
let ‘Getting the Most 
From Your Money’’ 
— gratis. 
peaneneeouaacoscceedsbeeausuaueets 
(pA eSSSSSSSOSeOSOSSASAL £2 Se | 
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OLDEST AND MOST WIDELY CIRCULATED 
Banking Journal in America 
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THOMAS C. PERKINS 
Constructive Banking 
30 State St., Boston, Mass. 
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October. 16th. Since that 
time, another important indication has 
appeared. We have therefore come to 
the conclusion that: 

This is a Bear Market. 

Many sv-called authorities differ from 
this view. Only time can prove who is 
right. There is, however, an almost daily 
influx of evidence that shows a weaken- 
ing of the business structure, indicating 
that the improvement in business and in 
the prices of stocks thus far have repre- 
sented a rebound from the depression of 
last year and not the beginning of a new 
pertud of prosper: y. 

But a good doctor does not rest en- 
tirely upon any day’s diagnosis. He 
watches the patient continually and notes 
the changes for better or worse. He must 
always be ready to modify his previously 
formed opinion. 

This is what we shall endeavor to do. 


recorded on 


* * * 
Prophets and Profits 


Various kinds of people in Wall Street 
are attempting to forecast the mevements 
of the stock market. 

Most of them base their predictions 
on a study of the fundamental statistics 
combined with their observation of cur- 
rent and future business conditions. 
Some pin their faith on the money mar- 
ket; others on mathematics; others on 
earning power and dividends. Some even 
attempt to employ a percentage of re- 
ligious sentiment as a factor in this com- 
plicated problem. 

In their publications, their lectures, 
their periodical charts, special letters, and 
sundry other means of commuication, 
you find learned discussions of banking, 
industrial, railroad and other problems, 
many of them written with a loophole. 

Many of these prophets are like some 
automobiles: complete in every particu- 
lar but one. They lack the vital spark— 
the smallest thing in the whole outfit— 
but without which an automobile is a 
mass of steel, wood and leather. It can- 
not perform properly. 

The vital spark in this business of 
forecasting stock market swings is a 
knowledge of manipulation and a thor- 
ough understanding of the methods by 
which the future course of the market 
may be judged by its own action. With- 
out this indispensable qualification, not 
only those who make a business of: fore- 
casting go wrong, but some of our great- 
est bankers, our captains of industry, our 
railroad magnates and our leading stock 
brokers often find themselves drifting 
about in the sea of speculation like a 
ship without a compass. 

If, when this stock market hit the top 
on October 16th, you were given advice 
to buy and you were told that the mar- 
ket was going higher, then the adviser 
or the prophet who so informed you, 
lacked the vital spark. 

He did not know how to read the 
tape. He could not see what the larg- 
est operators were doing. He did not 
realize the dangerous heights to which 
the market had risen and the expedients 
which manipulators were employing in 
order to induce the public to buy more. 

Do you want prophets or profits? 





A PROBLEM IN PERSONAL 
FINANCE 
(Continued from page 136) 





if it were put on the amortization plan 
Going into this more deeply: 

The mortgage will amount to $6,525 
Suppose you wish to retire it, by your 
personally-conducted sinking fund, within 
6-years. A little figuring shows that, {or 
the purpose, you will have to deposit in 
your sinking fund the sum of $1,000 a 
year, that the sinking fund must be in- 
vested to yield 5%, and principal and in- 
terest, together with the additions to prin- 
cipal, always reinvested at that rate. By 
the $100 mortgage bond route, you could 
meet this requirement. We believe there 
is little likelihood that, in the next six 
years, you will not be able to secure mort- 
gage bonds, $100 denominations, to 
yield that 5%. 

Exactly what progress you would 
make, year by year, under this plan is 
shown in the accompanying table, en 
titled “Amortizing the Ist Mortgage.’ 


Insufficient Income 


After examining this table carefully, 
you will see that, in the 6 years in which 
you intend to let this Ist mortgage run, 
you will have to invest (on the 5% basis) 
the following annual amounts: Ist year. 
$1,000; 2nd, $1,050; 3rd, $1,095; 4th 
$1,635; 5th, $1,075; 6th, $1,00°. 

It does not follow that these annual 
investments must represent sums com- 
ing from your own pocket in the form 
of new money. You have $870 a year 
coming in in the form of rent, of which 
$392 is available, over and above total 
carrying chaiges, for your self-assumed 
sinking-fund payments. Applying this 
$392 annually to the compilation shown 
above, we find thai the actual amount of 
new capital you will have io save and in- 
vest each year will be: 


New Money 
Needed 


658 
703 
643 
683 
608 


n.oney” will have to come 
from savings. Putting the “new money” 
reckoning on an average basis, it de 
velops that you would have to save an 
average of a little more than $65 per 
month. But, you say the most you can 
save is $40 a month. Hence, it does not 
seem that your income is quite large 
enough. 


This “new 


Other Conclusions Might>Be Reached 


Of course, this whole project might be 
altered to reach a different conclusion 
We might have assumed your being able 
to get more than 75% on mortgage; 82% 
would do the trick, so far as your avail- 
able capital is concerned; also, we might 
have assumed your ability to secure 6% 
interest on your amortization “deposits,” 
thus reducing the amount of new capital 
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“AMORTIZING” THE FIRST 
MORTGAGE 


| Ist year deposit. 
| interest on capital Ist year 


, 


Capital end of Ist year 
interest on capital 2nd year 
ad year deposit 


*Add “evening up” deposit 
Capital end 2nd year 

Interest on capital 3rd year 

3rd year deposit 

| 

| 
Capital end 8rd year: 

Interest on capital 4th year 

4th year deposit 

Add “evening up”’ deposit 
Capital end 4th year 


Interest on capital 5th year 
5th year deposit 


Capital end 5th year 
Interest on capital 6th year 
6th year deposit 1,000 





*“Evening-up” dep are deposits 
suggested in order that the total available 
investment capital at end of each year 
shall represent round figures, and thus 
permit keeping entire capital always at 
work in $100 bonds. 




















needed each year; or we might have ig- 
nored those “evening-up” deposits (which 
are sums added to your principal each 
year to assure your always having a 
round sum for investment and, resultant- 
y, your being able to keep all your money 
working in $100 bonds); furthermore, 
we might have sugested a Ist and 2nd 
mortgage basis, rather than a single mort- 
basis; and finally, we might have 
med your receiving a larger rental, 
longer period in which to meet your 
mortgage. 
ywever, there is no purpose in paint- 
the responsibilities of home-building 
0 glowing colors, or ignoring the 
ations which surround the small in- 
r. We think it a better plan to stick 
ie conclusion that, for the present, 
er your available capital nor your 
ing power is large enough to war- 
your proceeding with this project; 
assuming the risks involved. 
other readers feel that this conclu- 
is too drastic, we should be glad to 
hear from them. 





 smewmne TO INQUIRIES 


(Continued from page 170) 








bonds that are being issued. Bonds 
a direct obligation of the company 
it is provided that no mortgage shall 
placed on the property of the com- 
except with consent of 75% of bond 
preferred stockholders. We do not 
r the purchase of these bonds as the 
mpany has not thoroughly demon- 
ed its earning power and they are 
secured by a direct first mortgage. 
ou wish to obtain a yield of over 7% 
i bond you cannot of course expect 
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Practically 100% Renewed 
Memberships! 


Did the recent turn in the market catch you on the long side? 


Associate Members of the RICHARD D. WYCKOFF ANA- 
LYTICAL STAFF are not now carrying stocks purchased at 
higher levels, because they were advised to sell out their long 
holdings several weeks ago, at the top (when everyone was 
bullish). The reaction found their funds in a liquid condition, 


ready for new opportunities. 


That our subscribers are highly satisfied with the results 
obtained for them could not be better proved than by the 
fact that our files for the quarter show practically 100% 
renewals of Membership. 


During the past year, Associate Members who purchased 
100 shares each of the securities we recommended, realized 


profits equivalent to over 85 times the yearly membership fee. 
Those dealing in smaller lots realized profits in proportion. 
Write for documentary proof of this statement. 


Excellent opportunities are bound to present themselves 


during the coming year. 


Will you, like our Associate Members, be able to take ad- 
vantage of these, or will you lose money and opportunities 


because you were not properly advised? 


Mail the coupon. Full information and the proof will be 


sent to you at once. 


me ee ee ee ee ee ee - COUPON - 


THE RICHARD D. WYCKOFF 
ANALYTICAL STAFF 


42 Broadway, New York. 

What can your staff do for me? 

Il am interested in © Investments for a long pull or © trading or © both. 
(Mark the ones you are interested in.) 


My present security holdings and available capital total approximately 


This is to be held in strictest confidence by you. 
l understand there is no charge or obligation in sending for this information. 


City and State ... 
Nov. 25 
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KEEP POSTED 


The books, booklets, circulars and special letters listed below have been 
prepared with the utmost care by investment houses of the highest standing. 
They will be sent free on request, direct from the issuing house. Ask for 


them by number. 


We urge our readers to take full advantage of this service. 
Address, Advertising Department, Magazine of Wall Street 


FORTY YEARS WITHOUT LOSS TO 

ANY INVESTOR 
A booklet which briefly describes the 
first mortgage bonds, safeguarded 
under the Straus Plan, the nature of 
the safeguards, and the definite 
reasons underlying the record of this 
house. (217) 


THE PARTIAL PAYMENT 
method of purchasing good securities 
in odd lots and full lots on convenient 
terms is explained in a free booklet 
issued by an old established New 
York Stock Exchange House. (224) 


ODD LOTS 
A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225) 

THE BACHE REVIEW 
The Progressive investor or trader 
should place his name on the list to 
receive this review. One of the most 
authoritative and instructive financial 
reviews issued by a Stock Exchange 
hrm. (228) 


“ODD LOTS” 


offer many advantages to both large 
and small investors. These are clearly 
and simply explained in a booklet now 
being distributed by a Stock Ex- 
change house which specializes in this 
field. (231), 

DENMARK 
as an attractive field for American in- 
vestors is discussed in an instructive 
booklet published by a house .which 
specializes in Scandinavian bonds. 
(232) 

DECEMBER INVESTMENT SUGGES. 

TIONS 
A circular containing suggestions in 
bonds, preferred stocks and good, 


dividend-paying stocks for the invest- 
ment of December funds has been 
prepared by a New York Stock Ex- 
ings. (241), 


BETTER BOND INVESTMENT 
An interesting booklet issued by a 
long established first mortgage bond 
house, giving a thorough and com- 
plete explanation of the methods em- 
—_— in negotiating their loans. 
(234 


AN INTERESTING SERVICE LET- 
TER 


Issued by a well-known Stock Ex- 
change firm, calling attention to a 
new investment problem that con- 
fronts the investor as a result of the 
remarkable transformation which has 
occurred in the investment field dur- 
ing the past year. (237) 


SHORT TERM SECURITIES 
The most comprehensive manual on 
this type of securities published in 
the Street. Issued by Salomon 
Brothers & Hutzler. Every investor 
should write for a copy. (238) 


pe REMINDER AND 
Y REFERENCE RECORD 
aw superior loose-leaf perpetual record 
for personal finances. [Illustrated cir- 


cular and sample sheets on request. 
(239) 


ATCHISON COMMON STOCK 
A comprehensive statistical report on 
this company has been prepared for 
free distribution by a high-class in- 
vestment house. It shows latest 
earnings, future possibilities, high and 
low prices, etc. (240) 


“MONEY TALKS” 
A booklet containing an illustrated 
story of the safety of first mortgage 
bonds. This is distributed by an in- 
stitution which guarantees payment of 
principal and interest on all its offer- 
ings. (241) 














to get a very high degree of security 
but if you are willing to assume a busi- 
ness man’s risk we believe that St. Louis- 
San Francisco adjustment mortgage 6s, 
due 1955, would make an attractive pur- 
chase. They sell on the New York Stock 
Exchange at about 80 to yield over 744% 
if held to maturity. 


INTERNATIONAL PETROLEUM 
Large Capitalization 


I have been advised to buy Internation 
Petroleum for a 100 point advance within tie 
mat siz to twelve months. What are the 
speculative possibilities of this stock and is it 
a@ good one to buy for a rise?—dH. 8., Wilkins- 
burg, Pa. 


We do not favor the purchase of Inter- 
national Petroleum at the present time. 
The idea that this stock is going to ad- 
vance 100 points in the next € to i2 
months we consider a rather reckless pre- 
diction, in view of the fact that this 
company is very heavily capitalized and 
will have to spend many millions before 
its South American holdings are fully 
developed. 





IMPORTANT DIVIDEND 
ANNOUNCEMENTS 








Am’t Stock Pay- 
Ann. Rate Declared Record able 


6% Amer Beet Sugar enh 14% Q 
$3 Amer Metal com. 15¢ Q 

$7 Amer Metal pid.. : $1. 7% YQ 

$4 Amer Kadiator com. - $1. 12-15 
6% Amer Sm Sec pid A. 14% 

pid B.1K%% 

$8 Buckeye Pipe Line. - 00 
— Buckeye Pipe Line.. 

10 Canadian Pac com. ° 
5% Chicago & N W com 2% 
7% Chicago & pid 3% 
$6 Chi RI & P 6% pfd $3. 

$7 Chi RI = Re? ek r-4 
7% Cosden & Co. pf 

3% Colo & South com. 4 
4% Colo & South Ist pid 2% 
4% Colo & South 2nd pid 4% 
8% Detroit Edison Co... 2% 


& 
. 


Q 
Ex: 

6% Eastman Kodak pfd. $1. = 

$8 Famous Players com td 
5% Gen Asphalt — 

$7 Hartman Corp.. 

$3 Hayes Wheel 

4% McCrory Stores com in 

$6 Mahonin ap $1.50 
8% May D Stores com. 

7% May D Stores pfd.. 1%% 
10% May D Stores com... 244% 

— May D S (com (stk) 4g 

— Mex Seaboard Oil.. 5Oc_ 
7% Middle W U pr pid. $1. 75 

— Natl Biscuit c =. 

$6 Natl En & St com. 
7% Natl Lead pfd 

— Natl Sugar (stk)... 

— Ohio’ Oil (stk) 

$2 Owens Bottle com.. 50c 

$7 Owens Bottle =. 

$2 Phillips Pet.. 

— Rem Type Ist | fd 

— Rem T Ist pfd 
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1% Reynolds Spe vid iy 3 2 
5 ii 
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7% Reynolds Spe pid 
$1 St Joseph Lead 
— St Joseph Lead 
— Singer Mfg (stk).. 
— Solar Mfg (stk).. 
7% Spaulding A G Ist P in% 
8% Spaulding A G 2nd p 2% 
— Timken D Axle (stl) ee 4 
7% Timken D Axle ye. 14% 
$10 Underwood T com.. $2.50 
$7 Underwood T pfd.. 
$4 Union Mills com.... 
7% Union Mills pfd..... 
— Union Nat G Gm)... 
10% Union Pacific com. 
— United R Stores.. 
6% US Realty & Imp. . 
5% U S Steel com 
7% Van Raalte 1st e., 
8% Wayne Coal.. 
$10 Western Electric com $2.50 
$7 Western Electric pfd $1.75 


lodiend 
* bets 


eee 


tedededes 


* pobre tetetse* totowe ho’ b 


— Yale & Towne (stk) 100% 
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